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Point Four 


Priorities 


This hard-hitting article looks the facts of the cold war in the face, and 


says: ‘“ Some underdevelop 


INVESTMENT ABROAD, whether in 
“backward” or in “underdeveloped” 
ireas, Would be a vital part of 


Western foreign policy, even if there 
‘re no Communist menace. This 


re urgent, however—it also im- 
oseS upON us certain priorities of 
» and place. 


First as to place. The urgency 
in the areas nearest to Com- 
nunism, and the others must wait. 
Spain is a good example of a low 
priority area, as are Latin America 
Africa (except Egypt). This 
oncept is simple and need not 
‘tain US. 


{ 


[he priorities in time are more 
ntroversial, for it upon them 
hat the choice between rearmament 
d foreign investment depends. In 
long run, rising standards of 
rather than arms, will save 
ese areas from Communism. But 
the short run that is the exact 
of the truth. If we build 
fams in Malaya, for instance, before 
lefeating Ho Chi Minh the Com- 
inist will take Malaya and Indo- 
lina too, new dams and all. 


IS 


ng 


verse 


ed countries must wait” 


does not always or at once make 
men more rational or less bitter. 
Their minds must be won over too, 
and here is the necessity for imagin- 
ative propaganda, carried on by the 
natives of the country concerned. 


No Rest for Free World 


After the mobilisation hump of 
rearmament is over, an equivalent 
volume of resources must be de- 
voted to foreign investment. There 
is no rest for the Free World or its 
citizens. Taxation, inflation and 
foreign payments crises will continue 
to be their lot. 


* Investment ” 
moreover. 


is a euphemism, 
It implies return, if not 
of interest, at least of principal. 
There will be little return to this 
kind of investment except in safety 
from Communism. To be sure, 
there are paying propositions in 
backward areas—the World Bank 
and other similar institutions exist 
to exploit them. It would be wrong 
to ask these bodies. as well as the 
private enterprises which help in a 
small way, to abandon the profit 
criter.on. But most of the pro- 
gramme will have to take the form 
of simple gifts. 


Rising standards of living of 
thar 1 . ¢ al . , - : ‘ , 
emselves are not a sure shield Much will go into the maw of 
ainst Communism. Prosperity corrupt local politics, and much into 
mm“ Britain and the Cold War,” Oxford Radical Association, Westminster Press 
London, \s. 3d. 
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minor fiascoes of the groundnut 


type, but this must be expected, and 
must not be taken too tragically. 
After all, we are prepared to mass- 
produce tanks that become obsolete 
before any war breaks out —this 
money is equally “wasted.” Nor 
have we any hope of gratitude. 
Rather must we persevere in gene- 
rosity while the recipients calum- 
niate and abstruct us, just as the 
U.S.A. perseveres in Europe. 


Some Mercy for Protectionists 

These proposals do not lead to or 
make necessary complete economic 
union within the Oceanic Organisa- 
tion. Co-ordinated foreign invest- 
ment and rearmament policy is 
essential, but not so as to entail 
further sacrifices of economic 
sovereignty. It is unwise to force 
economic unification so hard as to 
create trouble with the vested 
interests of protectionism. 

But since a more complete inter- 
national division of labour is desir- 
able, more efforts should be made 
than at present in the field of co- 
ordinating the domestic investment 
of the various countries. The result 
would be much less painful than 
forcing our existing economic insti- 
tutions into an ideal pattern. 

It is a major illusion, chiefly of 
the Americans, that the way to pros- 
perity lies in the abolition of 
economic frontiers. What is chiefly 
wanted is something quite different. 
Our economic fate has for long 
rested on the phenomenon of the 
United States’ export surplus, and 
economic alliance among the 
Oceanic powers should be directed 
towards using this precious gift in 
the most constructive way, and not 
towards forcing formal political 
changes on historically independent 
units. 
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No Baby Cars for Babbitts 


Deficits in overseas trading a 
counts ts another serious issue. It 
is, for instance, undesirable in th: 
light of Point Four policy that 
Britain should export small cars 1 
be used as town runabouts by ric} 
American families who already have 
Cadillacs. The poverty of the world 
and its defencelessness against Com 
munism, demand that we use those 


resources to make bicycles for 
Indian peasants and rifles for 
Frenchmen. 

It is therefore to some extent 


better that Britain should deliber- 
ately accept a dollar deficiency to be 
financed by the United States, 
order that the resources of the alli- 
ance should be diverted to the most 
important needs. This is after all 
only Lend-Lease assurances 0 
Britain’s foreign exchange all over 
again. 


¢ 


But we do not. suggest that 
reasonable attempts at a dollar 
balance are not vitally necessary; 
certainly deflation and avoidance of 
dollar imports are vital. Britain’s 
dollar unbalance, however, is inevit- 
able in a moderate form, when 
domestic political possibilities are 
given. This unbalance is a logical 
division of labour, provided it 
combined with a surplus elsewhere 
It simply means we take Marshal! 
Aid from the rich and give to the 
poor, by repaying India’s sterling 
balances or by colonial develop- 
ment. Or equally that we receive 
supplies from tke base Ordnance 
Depot (U.S.A.) and pass them up to 
the front (Malaya). 


Some Income Tax for Everyone 
Professor Meade asks (in Llovds 
Bank Review, October, 
whether Belgium should not tax 
herself more to buy Italian lorries 


1951) 
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the French army; Belgium is 
ancially strong, Italy has unem- 


ployed motor workers, and the 
French trooper lacks equipment. 
Many such combinations should 


jggest themselves. 


In fact, what is virtually a pro- 
ressive international income tax 1s 
eing created. For rich countries 
re openly asked at Ottawa to 
vend a greater part of their 
iuonal income on defence than 
were the poor countries, and on the 
vhole they are responding. This is 


Straming 


The old free-trade-versus-tariff 
ntroversies are dead. Twenty-three 
“oof the thirty-four signatories to 
General Agreement on Tariffs 
and Trade have, since the signing, 
themselves imposed new import 
estrictions. It is now an accepted 
fact that nations must steer their 
trade along selected channels, and, 
n the present state of unbalanced 
orld economy, it is the Govern- 
ments duty so to guide our trade. 


Lord Balfour of Inchrve, House of 
of Lords, London, April 2, 1952 


The usefulness of GATT is not 
likely to suffer from the accidents 
which caused much of the ballast to 
be thrown overboard. If tariffs were 
the main obstacle to international 
trade, the efforts made under the 
iegis Of GATT could already be 
yunted a major victory. 

Unfortunately, in the prevailing 
balance it is the scarcity or abun- 
lance of currencies which chiefly 
ietermine the distribution of world 


From Economist, London April 5, 
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a tremendous step forward in inter- 
national social justice. It remains 
to be extended to foreign invest- 
ment. 

Footnote: The “ Oceanic Organisa- 
tion” referred to is an organisation 
suggested in this booklet to replace 
N.A.T.O., much wider in its scope 
and including such powers as Yugo- 
slavia, Spain, Japan, South Korea 
and Siam; Sweden, Switzerland, 
India and Pakistan would be invited 
to “contribute ”; failing this. to be 
* associated.” 


at Gatt 
trade. Quotas and import licensing 
are the main visible obstacles. It 


must be admitted that this world of 
chronic payments instability is not 


the world for which GATT was 
conceived. 
The cause which GATT repre- 


sents has sutfered not merely from 
the stubborn refusal of economic 
realities to return to the “normalcy” 
of a world of convertible currencies 
and non-discriminatory trade; it has 
also suffered from some back-sliding 
by the United States, its main spon- 
sor (see Economic Digest, April, 
1952, p. 179). Moreover, the United 
States have conducted their tariff 
negotiations under GATT in a tough 
bargaining spirit, exacting a very 
full price for any concessions 
granted by them, and in general 
failing to live up to the role of the 
world’s greatest creditor and export- 
Ing country. 


Should Britain Get Out? 


The limitations on GATT’s 
achievement are real, but they are 


1982 








certainly no ceason why this country 
shou:d want to throw over all that 
has been done 

[he case for leaving GATT must 
be an argument that it has done too 


much-—an aliegat-on that it puts 


intolerable restrictions on Britain’s 
{ +} " { Uvnwnyery LLP 4h,’ reed 

and if Commonweailh § reedgdom 

to diser:minate in favour of sterling 


trade. But what are these restric- 
tions? The rutes of GATT fully en- 
title the sterling countries, in their 
present balance of payments difficul- 
ties, not merely to impose quotas 
but to make them as discriminatory 
1S they choose. 
The only real restriction is on 
freedom to increase its 
tariff preferences in Commonwealth 
trade. But what ts this freedom? It 
takes two to make a preferential 
agreement. Recent evidence suggest 
that the Commonwealth countries’ 
fervour for preferences is fading fast. 
Pakistan has reduced preferential 
margins on British goods, and India 
intends to do so at the earliest 
ty. Canada is clearly in 
seeing what rema‘ns of the 
preferential system wither away, and 
tends to blush at the very name of 
‘Ottawa Agreements.” Australia’s 
flrting with the dollar 
yuntries has sm/ilar implications 
Enforcement of preferences on the 
other colonies wou'd hardly be con- 
sonant with Britain’s wider responsi- 
bilities for these territories, or with 
the honourable traditions of British 
colonial admin'stration 
This clutching at the straws of 
preference reflects a defeatist view of 
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the British 


, f broad, 
would ceriainly be interpreted as t 
country in its senile decay propp 
up ineffic:ent industr.es at the ¢ 
pense of its overseas dependents 
GATT were sunk without trace, t 


econonly 


trade w 
countt 


promise of expanding 
Europe and the dollar 
would also disappear. 

In the long run, no country star 
to gain so much from GATT 
Britain 

There is scope for further amen 
ment of GATT, but there is no val 


ground for throwing the whole thins 


overboard and incurring the ill-w 
of the United States, Canada ai 
most of the countries of Euroy 
GATT’s enemies have visions of 
haven of preferential protection fro 
which GATT ts allegedly excludi 
Britain. There is no such haven. 


AND STRAINING AT E.P.l 
TOO 
The difficulties the European Pa 
ments Union has had to encount 


(see Economic Digest, March, 1952 


p. 114) should not be allowed 
detract from the good work it h 
done. 
bulwark that prevents the dollar 
parched Wester 
Europe from returning to a syste! 
of bilateral payments 
rigid and restrctive than the syste! 
adopted immediately after the e1 
of the war. EPU should be judge 


countries ot 


not solely by the limping liberalisa 


tion that it has achieved, but by th 
chaos and restrictionism it has pr 
vented 


‘ ~ ‘ 
Economist, London, April 5, 1952 


SILENT ZONE FOR GOVERNMENT OFFICES 


Because 
iuditle fun and games, a ” 
in the area 


of the suppression of 


offices in that pvart of the cits 


owing to the bedlam outside 


Weekly Paktstan Ne 


of music. the blowing 


x, London, March 





of motor-horns and other all too 


silent zone“ has been created in Karachi. It ts 
round Frere Road, Queens Road (on the north), ete. The object 
noise is to render easier the work in Government 
where there has been serious interruption, 


15 198? 





It stands today as the last 


even mor 
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Penalties 


rd core Of the new 

‘trinaire application of the new 
POLICIES will not 
adaptations of national 
that are necessary to 
form to a changed world if they 
offset by other government 
ym and mainly by fiscal policies. 
the slogan “* Full Employment ” 
nterpreted to mean that there 
t never be any unemployment, 

impossible ever to change that 
tern of national production in a 
‘Id that is still far from static. 


NETARY 
the 


nomies 


pro- 


How can labour and capital ever 
shifted from industries that have 
wn unprofitable in face of new 
ipetition? 

Phe dith 
ternational 
et merely by 


culties confronting the 
institutions cannot be 
y by negative action. They 

not intended for the detailed 
nduct but for the clearing of inter- 
tional trade and payments. It ts 


cessary to recreate a world trad- 
» system and restore the payments 
ilities over which the Inter- 


itional Monetary Fund is designed 


ti 
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omic Nationalism 


muisinterpretation and 
‘Full Employment’ 


alist Is te 


PMavgic Words 


moving freely. International action 


must be taken to clear away a 
tangle of economic and_ political 


obstacles. 

These obstacles might be classi- 
fied and summarised in- many 
difierent ways, but the following 
grouping may serve to indicate their 
fundamental character. 


1. War Impoverishment and Infla- 


tion: The immediate reason for 
maintaining strict controls over ex- 
ternal trade and payments in most 
countries is the scantiness of the 


reserve of means of international 
payments, especially gold and dol- 
lars Within most of what were 


. ! | oe n \TIr 1A 
formerly the great trading countries, 


there is over-full employment sus- 
tained by credit policies which make 


t 
nternal means of payment abundant 


in relation to the available goods 
and = services Governments are 

P ri rel +} > r 1 r r 
afraid to relax their restrictions on 


that 


mports for fear 


keep watch. These trading pro-  POrS will a eageiple dee their scanty 
sses Will not spring Wito-existence "SOCEYES SHO Wit aso Cire Wem 
erely by removing the ex ne p wee Ni al nome. They fear un- 
vernmental controls ia, stab ox ' ’ 
MnNetito ) ty iD bal l with 
It took centuries to evolve the . - 5 ind. indirectl bh 
iding customs, the commercial ce 4 reset fla 
iw and the treaties which made — ,;;,,, price trend 
ssible the great expansion of nine- 
enth century trade. To renegotiate je. ip eT 
>m will take time. Commodity Price. International 
It takes time also to re-organise trade has been restr d for so long 
iding contacts and channels of — that the pr. f ev staple com- 
stribution, to set up the services = moditics now d verge ideiy im 
id the short-term financial facilities different countries I omically 
a! are necessary to keep trade this is a mad word. Freer trade 
mnt International Trade and L-conomic Nationalism, by B. Cona ! 
iciliation, Carnegie | Naowrnlent Inte) I ( Peace N¢ ) 2 








| price discrepan- 

aan 2) vVecn Monae 

7 [he ¢ Vy yulid he to 

irae! Lhe Succ Would cS «0 

wake production unprotitable where 

ep : f ee 

) s a now kept ‘ nen 

by import restrictions. National 

patter produ ould be re- 

wged. Economists can demon- 

\ il | {! Cx i} Cases 

d lore. than) compensaied 

| L( IS ners ana lo 

OW-COST| Cxp Tiers Of Omer Oll- 
sane rtis Rave a] epee | ak 

modities Dut tne nign-COst pro- 


1 . WA ’ , \trated 
ducers WOuld SUSLaIN a CONCeENTdaled 


respond LO 


] | 1} 
OSs, and government 


their organised pressure. 

} / aL Sp? ¢ <4 ‘ H / if Sa / #)) pl ie 
ment Doctrines: Since the 
depression of 1929-1933, and par- 


great 


} } | 1 oa rT) t » 
ticularly since the elaboration of the 
theory of full emploviment published 


1 1 t r { s 1 1 

by Lord Keynes in 1936, there has 

been a much greater degree of cen- 
lanr 

fa ed CCONOTNC Pld 1 by Mio 


LiVei Ot Su } } an ij Vali 
widel Whater [ ‘ar lay b 
ike regard to the domestic 
effective of centralised plant 

iny particular country, it must be 
recognised that controls of inter- 
national transactior constitute an 


‘ssential prerequisite for tts opera- 


( I re ¢ ti 
establish than the dome reorgan- 
sation they are tl ded to facilitate 
and pro Cl It s dif ult to for SEC 
their relaxation as long as econo- 
mists, government officials and 
public opinion refuse to accept the 
necessity to adapt national econo- 
mies to changes in the international 

‘ { ¢ articular 
fompeiitive situation Of particular 
dustrie 


1. The Development of Economic 
Warfare: The cold war is waged on 
many fronts. Not the least import- 
ant is the economic front. Trade 


fA ONOMIK 





Nat al dey 
YTV i CV dalills ( I ut) 
Ones OWN War potential and 
Hii tna f ones Opponent 
| y } \f un Vey ) 
On t icar OF We persists, | 
1 ! ! l 
ratol nobilisavio ll be 
! +} . t 
MOC YW stadeie UU ine | O 
Ol \ Ga trade Th ODOSta 
| 1 4 ] 
tv | O Girect Tit IOdS OFf UL 
restrict esigned to cut off es 
} it, tas % { 

dl UCriais OF Man fULes El 
te) le Opponent O! fro 1} th 
| pj ent I I } 

COUN wh ch Nik ht SUPP! {! 
“26 ] ’ 

yp MONCH. It IS greauy ageray 

} he fact that bili ‘ hee 

OY the fact that Mooiisauvion disto 


De vire for lecononp 
Development: The United Stat 


which built its high tariff philosop 
upon the infant-industry argume 


not Weil placed to resist the pie 
countries Which desire to use 1 
only tariffs but import quotas a 
controls to shelter mat 
facturing development. There ts 
strong case, particularly in tl 
countries Which have on 
recently gained political indepet 


ence, for economic policy direct 
towards modernisation. This 
usually interpreted as industrialis 


tion, and some industrialisation 


gently needed even though t 
asic need is better organisation 
agricultur 
r manufacturing, can be made cot 
petitively efficient. However, t 
crowded and impoverished conditi 
of these countries is vastly differe 
from that of the infant United Stat 
which had a virtually empty co: 
tinent of rich resources to develo 
It is unlikely that they can prome 
effective use of their resources 
the simple expedient of shutting o 
competitive imports. The case f 


vhatever productivity, 


such trade restrictions, however, 
difficult to controvert unless alter 
tive methods of economic develo; 
ment are presented convincingly. 
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Why Swiss Farming is Protected 


avricultural law in Switzerland brines out the “ balance of society 
arguments in is favour 


lI 
1 t + - r) » ) ‘ ] 
MANY reasons We Costs Ol pro- portant Seclions In the political, 
ton of most Swiss farming pro- ocial and economic life. Its passing 
} - } YP ] her . Oy therefore ' ‘ { \f iid ‘ r 
tn s are above that of her foreign inererore an det OF soildarilty on 
‘ { . . ¢ ) 1 \f ter | th > rs * th » r fr T T ¢ 1 
euilors: the nature of her soil. the part of the non-rural population 
nate, the price of land, the 


ae i 
to eliisation of rural property, the Wartime Promises 





h standard of living of her popu- Apart from these considerations 
a m—and the negative eilects of he peas 
fat tectionist measures in other fields the war 
op nme eCOnomMy ands food 
at hereiol 
oh For about thirty years now the apart in | a é' _e* 
. federation has taken numet! us suaranteed their markets—for it 
ps to protect the peasants against fnuct be recoenised * that ou! 
al ten compelition, lo Sustain farms Cannot compete vith other 
= s and to facilitate exports countries 


bly the export of cheese and 


+} at t 
» estock The Government thus But might it not be asked--was 
bas vs up all the local grain at prices not this lack of capacity to compete 
ch are usually higher than those due, at least partl to the very 
. the world market. The markets measures of protection? Might not 
1 r milk, butter and cheese are these measures lead to a relaxation 
i tly regulated. The wine growers f the very attempts to adapt pro- 
: > protected also Imports of duction to the needs of the market, 
ar ous farm products are restricted and to reduce cost 
tur taxed. However true th's may be, we 
COI But all these measures have so annot return to the situation of 
u r been of a temporary nature, Over fifty years ago, when there was 
iLL posed by decrees of a limited no protection. Our farming com- 
ere! ver —at least. in theory. The new munity cannot live now unless the 
tal , will make these decrees part of non - farming community makes 
CO! * permanent statutes sacrifices For we cannot sacrifice 
elo Our peasants, who constitute one- 
mi We have been told that this new” fifth of the population. Further, a 
s | is indispensable, if the rural strong peasant population is an in- 
: pulation is to be assured of a dispensable prerequisite for a stable 
> yrmial existence“: and the rural society. And war may always come 
T, putation is one of the most im- again 














Under the leadership of President 
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Treasury and to create a new con- 

cept between — nations yo Inter- 


national MIPIAICE Bri Ton Wve is Was 
the crystallisation of — that 
gramme. We sought to create th 
Bank and the Fund as the tnstru- 
12H GO\ 
financial fnterests 
Bretton Woods breathed the vp rit of 
assistance between vgovern- 
bring about — financial 
stability in the NSTFUC- 
rion and development in the interests 
OT et security. Bretton Woods 
concept 
dominated 
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orld And rec 
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GWav fror [hl 


(hal 


niernational finance and from the 
mcept of the control of inter- 
national finance Py private financiers 
who were not ountabl to the 
Ui \f wrt « PF 6 
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In making their blueprints for the 
posi-war world, the Americans 
nailed the Hag of non-discrimination 
In international trade to every con- 
ceivable agreement to which it could 
be appended. 

As with non-discrimination so 
with convertibility of currencies, the 
Americans strove to re-create a Sys- 
tem in which at feasible 
opportunity all restrictions on cur- 
rent’. payments between countries 


ihe first 


retton Woods ? 


BARE AT 


would be 


thai tl 
objective of a fair field and an equ 
chance to all countries in the comp 
world trade would not | 
mpeded by exchange restrictions 
Chis ts the background to the fo: 
mation of the International Mon, 
tary Fund at Bretton Woods in 1944 


minrlioabuael 
adoiusned so 


tition for 


There is need for a mechanist 
Which will perform the margina 


equilibrating functions that used 1 
be performed so effectively by th 
International Gold Standard. Th 
new mechanism has to make prov 
sions for a measure of elasticit 
which the automatic gold standar 
could not tolerate. It has to adjus 
itself to the prevailing rigidities | 
domestic cost and price structure 
which make it impossible for intet 
national equilibrium to be mau 
tained by appropriate adjustment 
of these domestic price levels, leay 
ing the relationship of parities 1 


gold and to one another rigidl 
fixed. Some mechanism such as th 


International Monetary Fund mus 


But it is stenificant that when, 
the operation of the Marshal! Pla 
economic recovery oO 


| that Euro 


1 


and of the 
Eu ‘ope, it Was decided 
pean currencies shou'd be 
more freely transferable into on 
another, the necessary mechanism o 
compensation and of mutual exten 
sion of credit should have been en 
trusted to *a European Payment 
Union. 

The fact that such a= regiona 
union should have had to be forme¢ 
was in itself a 


Monetary Fund, since EPU has bee: 


w, London, March, 


1952 
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GOODBYE 


g for Europe very little more 
1 what the IMF should be doing 
all its members—-including those 
L-urope. 


When we turn to the International 
ik for Reconstruction and 
velopment a very different picture 
oresents itself. This second of the 
Bretton Woods twins has given a 
ich better account of itself than 
> first. 


Bank Always Welcome 


t is not altogether surprising that 
should be so. The Fund has 

en called upon to operate in the 
st delicate sphere of international 
netary relations, one in which 
delegation of authority, to how- 

er nebulous . a supra-national 
thority, will always be resented. 
[he International Bank on the other 


hand has been there not to intrude 


lirectly into monetary and currency 
fairs but to make long-term loans 
f a special character. It has always 
-n sure of a welcome. Its Board 
Executive Directors was staffed 
permanent representatives of 
heir countries or their alternates 
d has been in permanent session 
Washington. 


But for many reasons, some of 

hem undoubtedly connected with 
e personalities involved, the intru- 
n of the Executive Boards into 
he actual affairs of the Bank and 
e Fund have differed very con- 
derably. The International Bank 
is been run as a sound business 
roposition. It has steadily eschewed 
st of the * blue sky’ and ‘ starry- 
‘ed * impractical idealism of which 
may have been suspected at the 
‘art. 


Those who launched the _ Inter- 
tional Bank may, as Mr. Morgen- 


TO BRETTON 


WOODS ° 193 


thau suggests, have harboured the 
greatest distrust of Wall Street 
bankers. But it 1s in fact under the 
guidance of such bankers that the 
International Bank has achteved its 
SUCCESS. 


WORLD BANK LENDS 
$/,200 MILLION 


The Bank has been studying for 
some time the possibilties of 
development in the overseas terri- 
tories of its members. Last Septem- 
ber, after a detailed examination of 
plans for the development of the 
Belgian Congo, the Bank made its 
first loans of this kind, two loans 
totalling $70m., one to Belgium and 
one to the Belgian Congo. 

Recent negotiations have resulted 
in a $28m. loan to Southern 
Rhodesia; and recently the Bank 
decided to send a survey mission to 
Jamaica to examine its economy and 
make recommendations on a long- 
range programme of development 

Since May, 1947, the Bank has 
lent over $1.200m. to 24 countries 
Of this amount, $500m. went to 
France, the Netherlands. Denmark. 
and Luxembourg to assist in the 
earlier phase of reconstruction, be- 
fore the Marshal! plan was in opera- 
tion. Since the spring of 1948 over 
$700m. has been lent. most of !t for 
the development of under-developed 
countries. 

Fugene Black. President of the World 
Bank, The F's nm, March 11 


Am 


tin 


11.80 WORTH READING 
‘The Worid Bank as 


Borrower,” hy 


W. A.B. Miff, Financial Times, Lond 

{pril 7 and &. 1982. Details of the 

subscribed capital of the YH ld Bar 
and the public ISSUCS € VOCUTITIES 





Cockin 


2 
= 


By PAut 





> a Snook at Exchange Control 


HEFFERNAN 


The chaperons of trade may have lofty plans, but money and price 
will always find a way 


WHEN THE British economic plan- 
ners marked up the five continents 
and the seven seas into foreign ex- 
change control areas he!d suited to 
the war-crippled pound _ sterling, 
they little dreamed that they were 
preparing the way for new insurgent 
trade “moneys” to rise out of the 
free market and generate values of 
their own. Nor that the unplanned 
children “transferable sterling ” 
and “bilateral sterling’ — would 
restore what British foreign ex- 
change control had ended — the 
Status of sterling as a true con- 
vertible “ world currency.” 


The amount of trade geared by 
these insurgent moneys is small 
compared with the great volume of 
sterling trade which flows in keeping 
with the official blueprints. But the 
economic mission of the free-market 
trade money is a significant one, 
because it deals with marginal pro- 
duction, that is, with whether or not 
certain people are to have jobs. The 
free-market trade sterling corrects 
short circuits arising from consider- 
ations that the planners had over- 
looked, that is. that some trade 
interesis would accumulate more 
sterling than they could spend: and 
that certain non-British interests 
wanting sterling area goods would 
be unwilling or unable to pay the 
sterling price asked. 


Wasteful Outlays Involved 


Foreign exchange men, expert in 
the legal use of the world’s great 
melange of restricted trade moneys, 


bring such short-circuited parties 
into contact through “cheap 
pounds” transactions which give 


the buyer a price advantage subsi- 
dised by the seller’s willing sacrifice 
The traffic involves wasteful outlays 
for intermediaries and_ transship- 
ment of goods, but even so, the 
parties find it worth while. 

It may be that this sterling trade 
Outside of the compass of British 
official planning is passing its peak 
This is suggested by the steady 
shrinkage in the rate of discount i: 
“transferable sterling” from the 
official $2.80 pound which has taken 
place since John Bull resolved re- 
cently to live within his means by 
Shrinking imports of all origin, not 
just those requiring dollar outlays. 


The transfer of restricted sterling 
trade balances at price discounts is 
stll, however, a substantial force in 
world markets. Only recently, 
the traffic reached £10,000,000 
($28,000,000) a month in the New 
York market. The rate has risen, 
moreover, to $2.54, equal to a dis- 
count of less than 10 per cent from 
the official rate. Early in the winter 
the rate had fallen as low as $2.37 

The why and how of “ transfer- 
able sterling’ stems from the way 
British foreign exchange regulations 
limit the spendability of certain 
kinds of sterling trade balances to 
certain areas. If related to a hypo- 
thetical Londoner outfitting a tavern 
with American television, Cuban 
rum, Polish ham, Saudi Arabian 
figs, Irish linen, English marmalade 


From New York Times, April 7, 1952 
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ind Brazilian coffee, the foreign ex- 
hange rules would work like this: 


Varieties of Sterling 

he money paid by the Londoner 
for the rum would be * American 
icount ” sterling—the equivalent of 

lars which the Cuban could 
ise, too, to buy American television, 
Polish ham, Saud: Arabian figs, 
Irish linen, English marmalade and 
Brazilian coffee. And the money 
pa‘d by the Londoner for the ham 
would be one of many kinds of 
‘transferable account” — sterling. 
With it, the Pole could buy the figs. 
the linen and the marmalade, but 
not the American television, the 
Cuban rum or the Brazilian coffee. 
\nd the money pa:d by the Lon- 
doner for the figs would be another 
kind of transferable account sterling 
vhich the Saudi-Arabian cou'd use 
io buy the linen or the marmalade, 
but not the rum, the television, the 
ham, or the coffee. To go on, the 
money paid by the Londoner fcr the 
linen would be a further kind of 
restricted trade balance which the 
Irishman could spend for the mar- 
malade, but not for the figs, the 
ham, the television, the rum or the 
coffee. Lastly, the money paid by 
the Londoner for the coffee would 
be a highly restricted form of trade 
balance known as “ bilateral ster- 
ling.” The Brazilian recipient could 
ise it to buy the Irish linen or the 
English marmalade, but not the figs, 
the ham, the rum or the television. 


In real life, the natural bent of 
money and price to keep company 
is they see fit is often in conflict 
with the ideas of the foreign ex- 
hange chaperons. Here is an 
example: 

An American manufacturer of 
nachinery recently needed a certain 
rrder to avoid a shutdown. At the 
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same time, a European manu- 
facturer needed the same kind of 
machine to expand his output. The 
European had the money to pay for 
the machinery, but it was of no use. 
The foreign exchange control people 
had not planned it that way. His 
money was a kind of trade sterling 


transferable only within certain 
limits, and not to an American 
account. Moreover, to buy the 
machinery from a_ sterling area 


manufacturer to whom the restricted 
balance was transferable might take 
years and cost too much as well. 


Lifting of Short Circuit 

How was the short-circvit lifted? 
The European manufacturer sold 
his sterling for dollars here at a dis- 
count of 10 to I5 per cent. The 
buyer was a foreign exchange 
specialist whose function in the days 
of real money was arbitrage — to 
level out the price differences exist- 
ing in the different markets for the 
same values. 

With the dollars furnished by the 
arbitrager, the European manu- 
facturer ordered and paid for the 
American machines he needed. 
Both plants thus were kept hum- 
ming. The foreign exchange man 
then set about selling the restricted 
trade sterling on a cut-rate basis to, 
say, an American enterprise willing 
to buy Australian wool at a nominal 
price shrunken by the use of cut- 
rate pounds. 


This traffic of restricted trade bal- 
carried on not alone in 
British money, but in other soft 
currencies. Unspendable currencies 
piling up in dollar-hungry European 
nations as the result of lopsided 
bilateral trade agreements are sold 
for dollars on the free market at dis- 
counts up to 30 per cent. Arbi- 
tragers buying such balances have 


anees ts 
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little difficulty re-selling them cul- 
rate to interests willing to import, 
say, Brazilian goods at a nominal 
price asked in cruzeiros but one 
which, in effect, comes to 20 or 30 
per cent less. 

And so it goes. 
the initiative of 


In this way, at 
the free market, 
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trade keeps that 


functioning in 
mysterious and often critical area, 
known in economic jargon as “ the 


margin.” The official chaperons of 
trade may have intricate and loft, 
plans for their wards, but leave it to 
money and price, always to find a 
way. 


Evils of Commodity Switching 


IN COMMODITY switching — trans- 
actions, the intermediary realises 
quite a considerable profit margin. 
If, to quote an example, German 
goods are sold to the U.S.A. via 
the Netherlands the latter receive 
dollars whilst the Federal Republic 
is credited with Dutch guilders only. 
Conversely, German importers pay 


clearing guilders for goods pur- 
chased in the Netherlands but 
originating from a hard currency 


area. 

In either case the German party 
receives its share in the “ exchange 
conversion premium” resulting from 
a private “conversion ” of soft cur- 
rencies into hard currencies. As a 
rule, the exporter is given a share of 
five per cent of the price whilst the 
importer has to pay a certain extra 
charge on his purchases. 

It follows that in the eyes of 
private enterprise such transactions 
leave nothing to be desired; yet, it 
would be wrong to ignore the nega- 
tive consequences they will have for 
Western Germany’s national econ- 
omy. 

1. Instead of earning U.S. dollars 
or hard currencies exporter coun- 
tries will only receive the clearing 
currency of the respective inter- 
mediary’s country. 

2. By employing the services of 
an intermediary the exporter loses 


his footing on a market which it 
would be more profitable to work 
directly. 

3. As intermediary countries, such 
as the Netherlands, grant an export 
bonus on goods shipped to hard 
currency countries, the intermediary 
trader still strikes a good bargain 
even if the original exporter shares 
in the switch premium. In the case 
of Dutch intermediaries, German 
goods shipped via Dutch ports 
(which in itself means a serious loss 
to German shipping) are invoiced by 
the Dutch transit trader at German 
prices less five per cent discount. It 
hardly needs mentioning that such 
terms of sales practically prevent 
any direct transactions by German 
exporters; moreover, they upset the 
export markets of all countries 
going in for direct exports. 

4. As a further consequence, bi- 
lateral and—in the case of O.E.E.C 
countries—multilateral trading bal- 
ances will develop disproportions. 

The point of special importance 
to the national economy as well as 
to world trade is, however, that by 
elimifNating switch transactions a 
stop is put to price cutting on ex- 
port markets, and that direct ex- 
porters are given a chance of acting 
in their own competency, and 
making their own arrangements, in 
the case of any price fluctuations. 


From Wirtschaftsdienst, Kiel University, March, 1952 
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Principles of Social and Political Theory 


By SiR ERNEST BARKER 


lr IS A TRUISM that economics can- 
it be studied except in the context 
of the social framework, however 
broadly that framework may extend. 
There is, in other words, no such 
thing aS a universal economic 
theory: the maxims from which any 
theory stems must be social in 
origin—love of gain, disutility of 
work, status of castes, denial of con- 
sumers’ sovereignity—all these will 
colour the economic norms which 
theorists and practical men alike will 
advance. 

The assumptions made by the 
Classical School, therefore, must be 
regarded in this light, and appeals to 
\dam Smith will fall on deaf ears 
until we are much better informed 
on the bases of our society as a 
Whole. Likewise, the planning school 
will have difficulty in convincing the 
liberal economist, until the planner 
has squared his economic desiderata 
with his ideas of Liberty, Equality 
ind Fraternity. 

This book will help to light up the 
dark corners of the economist’s field, 
since it deals with, first, the question 
“What is the State?” That once 
igreed to, the question “ What is the 
role of the State in the economic 
field,’ while not becoming less 
irgent, wili tend to answer itself. 

“Our modern theory,” says the 
tuthor, “is simply a theory of the 
ompetent State—of a State which is 
ompetent simply and solely for its 
pecific purposes, which are essen- 


tially legal purposes. The State, in 


bur experience, is a guarantor of 
rights and duties. It has in its hands 


the instrument of law; it can avail 
no more, and no farther, than law. 
It can declare and guarantee the 
rights and duties of religious socie- 
ties; but it is not itself a religious 
society. It can declare the rights and 
duties of all the agents engaged in 
the area of economic production and 
distribution: indeed it can even be- 
come itself an agent in that area, if a 
due guarantee of the rights of the 
labouring classes and the duties of 
their employers cannot be otherwise 
provided; but it offends against its 
own nature if it loads itself with any 
large burden of direct economic 
activity. It is the supervisor of 
activity and not the generator.” 

But at the same time, “ there is no 
set of things, and no compartment of 
issues, about which you can say to 
law and to the State, * You shall not 
enter; this is a reserved compart- 
ment.’ And there is no salvation in 
the State either; there is only a 
sovereign safeguard. Salvation lies 
in ourselves, and we have to win it 
ourselves—in the State’s shelter of 
the sovereign safeguard.” 


State an Organism? 

The developments in society that 
are thrown up from time to time 
whereby the State becomes an omni- 
competent body having itself rights 
and a separate existence are ex- 
plained by the author as follows: 

“It may well be argued today that 
the development of organised human 
society on its economic side pro- 
duces an increasing analogy with the 
physical organism. For the purpose 


Published by Geoffrey Cumberlege, Oxford University Press, London, 1951, 25s. 
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seif-sulficiency has 
long ceased to be the attribute of the 
family, or of the village, or even of 
the region. It is now possible only 
for a whole national society (if even 
for that) managing and maintaining 
itself as if it were a singly body.” 
The analogy with the organism is 
therefore very attractive. but may 
lead to what Professor Guitton calls 
“ treating the economy as a patient.” 
The point at which the analogy be- 
comes false is the consideration o} 
the ditferent nature of the parts of 
(say) the human body, and_ the 
“ parts,” namely individuals, of the 
body politic or economic. The in- 
dividual personality is the end or 
supreme value of such a national 
society: the individual organ of an 
organism can never be. 

“ The word * organism’ so easily 
suggests a super-existence beyond 
individual lives. So when we use the 
word * organism’ freely, we begin to 
conjure with metaphor; we turn 
metaphor into myth, myth into idol, 
and we end by turning ourselves, 
which are ends in themselves, into 
means for the greater glory of the 
idol.” 


¢ | a 
Of SUOS:Stence. 


Liberty—but Equality? 

That the State’s job is to guaran- 
tee the rights and duties inseparable 
from a condition of universal liberty 
of the individual, no one would 
deny, although the definitions of 
“liberty” might differ from society 
to society, and certainly the defini- 
tion of * individual” has differed. 

But we come to the thorny subject 
of equality. And on this “it is true 
that effective legal equality demands 
some measure of social equality. The 
State guarantees men equal rights in 
its polling booths and in its courts 
of law. But can those rights be 


effectively enjoyed on equal terms 
unless personal capacity is made 
more equal by an open system of 
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State education; unless 
resources are made more equal by 
further system of State regulation ot 
the national income; and unle 
general social position is made more 
equal in and by the process 
creating greater equality both 
capacity and resources? 

“Yet more equality is not the 
same as total equality; any increase 
of equality is only a means towar 
effecting total legal equality. 
Equality is thus the beginning, and 
not the end. The end depends o 
ourselves and on the use which we 
make of the equal conditions 
guaranteed to us, as a beginning, by 
the State.” 


econom 


The definition of the State does 
not therefore go as far as those wno 
say that the State should guarziiiee 
“equality of opportun't;,” and mean 
by that (if anything concrete) a! 
indefinite number of subsidies and 
sub-subsidies at every adverse turn 
in individual circumstances. The 
end of the State is to assist the full 
development of the personality: not 
to enforce all personalities into one 
level of achievement. 

“We may dismiss any general 
policy of economic equality. Indi- 
vidually we should all be spiritually 
poorer (though many of us might be 
materially richer) through the block- 
ing of a way of effort in which we 
try out our powers. Socially we 
should lose the diversity and the 
dynamiic process of movement which 
are necessary conditions of the best 
society, in which each of us can be 
at his best.” 

Any choice of excerpts from this 
book would be arbitrary, and on 
this arbitrary point we leave it. The 
style of writing is free and flowing, 
and the argument proceeds with a 
kind of remorseless ease which will 
carry the veriest tyro through to the 


end. ~A.B.C. 
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American Imports in the Long Run 


By Boris C. SWERLING 
(Stanford University, California) 


nited States’ dependence on foreign sources is heavy and increasing” 


»MERICA’S EXPORT surplus shrank 
om an impressive peak of $1,029 
ion in May. 1947, to a monthly 
erage of $119 million in 1950. In 
few individual months there was 
a trade deficit instead of a surplus. 


Much of this shrinkage was to 
have been expected. Europe’s post- 
‘ar emergency needs have now 
been met, and her output has ex- 


panded. Foreign dollar and gold 
reserves, accumulated — elsewhere 


juring the war, have been depleted 
r exhausted. Purchases from dollar 
arkets were restricted by controls 
nd devaluation. Foreign economic 
iid from the U.S.A. tapered off. 


At the same time, United States 
mports have risen under the com- 
bined impact of sterling devaluation, 
recovery from the business down- 
swing of early 1949, and the ex- 
panded defence programme. The 
net effect of higher imports and re- 
duced exports was to make the 
“dollar shortage” for a time an 
1cademic question. 


Sustained Rise 

Since August, 1947, there has 
been a sustained rise in the level of 
American imports; before June, 
1950, imports had risen to an annual 
rate of $7.5 thousand million. 
hough a small figure in relation to 
he whole United States economy, it 
vas exceeded by only a few coun- 
tries’ national incomes in 1949 (that 
{ France is estimated at $19.9 
thousand million, for instance) 


From “ United States Commodity Imports” 


Nor can inflated domestic prices 
explain the rising value of imports. 
American wholesaie prices in Jan- 
uary-May, 1950, were at about the 
monthly average of 1947, and con- 
siderably below their 1948 peak. 

The kinds of goods that America 
imports clearly suggest the longer- 
term trade developments that are 
likely to occur: 


|. High-level production and con- 
sumption entail heavy import de- 
mands, to which concern’ over 
cyclical problems must not blind us. 
The mechanised economy of the 
U.S.A. depends substantially on 
foreign sources of mineral products. 
H’gh levels of ‘iving, zeflected in 
demands for luxuries (and foreign 
travel), mean demand for tropical 
foodstuffs and beverages (coffee, 
sugar, cocoa, bananas, tea, pepper), 
natural rubber and vast quantities 
of newsprint and wood-pulp. 


2. Many commodities, coming 
from countries with resource pat- 
terns quite different from that of the 
U.S.A., cannot readily be forgone. 
Climate is the obvious determining 
factor for tropical crops, and to 
some extent also for forest products 
of the north. Relative land-labour 
ratios help to explain the importa- 
tion of non-meat animal products 
like hides and wool from the more 
sparsely settled regions, and of tea 
from the densely-populated Orient. 


Indeed, if trade policy permitted, 
America might well draw a con- 


Fconomic Journal. London, March, 1952 
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siderable proportion of her meat 
supply from abroad 

Imports of tin, nickel, asbestos, 
manganese and industrial diamonds 
offset the complete lack of high- 
quality domestic deposits. ‘ Satis- 
factory substitutes” may be pro- 
duced at home in other cases, but 
all involve higher cost. 

3. In certain conspicuous respects, 
United States dependence on foreign 
sources is heavy and _ increasing. 
There has been a pronounced shift 
towards imported wool since the 
thirties. Formerly an exporter of 
copper, the United States, her home 
deposits depleted, now imports it. 
American enterprises have become 
increasingly interested in foreign 
supplies of petroleum. In the imme- 
diate future, iron ore will be arriving 
from Venezuela and Labrador. 

Here are reminders that the ob- 
stacle of diminishing returns is often 
encountered precisely in the expan- 
sion of mineral and agricultural out- 
put. The importance of cyclical 
fluctuations may be exaggerated: 
the primary - producting countries 
may be more favoured by the long- 
term influences than by the short- 
term. Barriers to low-cost plantation 
agriculture may therefore be a false 
policy. 

4. Technological 
which are counted on to offset 
diminishing returns, reduce inter- 
national trade far less than is fre- 
quently supposed. To be sure, silk 
has fallen in importance through 
synthetic-fibre production; effective 
substitutes for wool may be in the 
offing: storing and shipping in bulk 
may jeopardise jute. But these and 
their like may not work against 
American imports. Paper products 
tend to replace fibres for bagging, 
for instance, but this shift is to a 
wood-based material that cannot be 


developments, 
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supplied satisfactorily from Ameri- 
can sources. Despite synthetic 


natural rubbers are imported in 
larger quantities since 1947 than 
during 1935-39. Even synthetic 
rubber production provides ex- 
panded demand for molasses or 
invert cane-sugar from abroad 
Mechanisation brings an_ indirect 


demand for foreign metals, and may 
require larger foreign oil imports 
Technological advance is often a 
matter of new cost-structures rather 
than of price-elasticities. The shifts 
can have a net favourable effect on 
raw-material-producing countries. 


Longer View Necessary 

The foregoing analysis suggests 
that the commodity structure of 
United States trade must be viewed 
in a longer historical perspective 
than has been common. We some- 
times forget how recent in origin is 
the world demand for America’s 
automobiles, radios, typewriters and 
household appliances, and that to 
supply that demand itself involves 
considerable United States imports 

In the past five years there have 
been periods when the world hun- 
gered for America’s goods, but 
there have also been recent months 
when the United States has sought 
more of certain goods than the 
world has been able and willing to 
sell. 

In the perspective of twenty years, 
the cyclical collapse of United States 
imports in the “thirties dominates 
the picture. Looking backward a 
quarter century, however, secular 
change, and not cyclical, is the more 
impressive feature. As late as 1922, 
agricultural exports from the U.S.A 
exceeded non-agricultural, which 


was the persistent relationship pre- 
vious to 1912. 

Additional signs suggest that, by 
a process we little understand, the 
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shift in world banking leadership 
from London to New York is being 
iccompanied by parallel adjust- 
ments in world commerce. In 1950, 
the United States for the first time 

placed the United Kingdom as the 
orld’s leading importer. (Note 
hat this was before the spectacular 


creases in tin, rubber and wool 
rices.) 
[he basic health of the inter- 


\ational trading system may well be 
sounder than has generally been 
realised, despite the exceptional 
strains placed on it in recent years. 
Moreover, it is a fair premise that 
public policy in the United States 
vill never tolerate a future depres- 
sion as severe as that of the ‘thirties. 
\gainst this background, the heavy 
nport demands that come with 
United States peacetime prosperity 
are highly significant, and their 
commodity implications warrant 
further investigation. 


Footnotes: The value of USS. 
merchandise imports in 1951 was 
$11,000 million, more than $2,000 
million greater than in 1950. But 
this gain was entirely attributable to 


a 25 per cent rise in unit values; the 
quantity remained the same for 
both years. Demand for U.S. ex- 
ports, mostly finished manufactures, 
reached an annual rate of $16,000 
million in the final quarter of 1951. 
U.S. Embassy Bulletin, March 26, 1952. 


We often hear it said that the real 
danger confronting the sterling area 
arises not through any fault of the 
sterling nations, but simply because 
the United States will not buy as 
much as she is anxious to sell. We 
contrast that with how the world 
was run when sterling was the 
world currency in the 19th century. 
What was the difference in the 
world then? We were able to in- 
vest our money all over the wor'd 
because. broadly, we controlled the 
politics of the world at the same 
time. The Americans today do not 
invest abroad, not because they do 
not want to, but because they do not 
think it is safe, simply because they 
do not control the politics of the 
nations abroad, who could readily 
nationalise the industries they had 


started. 
Henry Ushorne, M.P., House of 
Commons, London, February 22, 1982. 


DOLLAR GAP IS AMERICA’S PROBLEM, TOO 
“The dollar gap is as much our problem as that of the rest of the 


world. 


A big creditor nation that refuses to import can never expect to be 


paid for its exports. When inconsistencies show up in U.S. policy, reflecting 


the pressures for restrictions on trade. 


U.S. leadership is weakened. We 


cannot throw up barriers here while at the same time urging the destruction 


of such barriers abroad.” 


Mr. Dean Acheson, Secretary of State, Washington, April 16, 1952 


Mr. Acheson was speaking in connection with the American reply to 
Italian protests against restrictions on Italian imports (see ECONoMIc DIGEST. 


April, 1952, p. 180). The reply 
periodic review of ‘escape clause’ 
are only imposed for so long as 
lasts.” 


states: 
actions should ensure that restrictions 
‘serious injury to domestic industry ’ 
The phrase “serious injury to domestic industry ” j 


“A system for providing for 


is quoted from 


the General Agreement on Tariffs and Trade, to which the U.S.A. is a 


party. 


legislation of 1933. which is 


The reply also promises a reconsideration of the “ Buy American” 
still in force. 
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Role of the U.S.A. 


By MARTIN GOETZ 


THERE WOULD be general agreement 
that the application of even des- 
perate remedies would be justified if 
a depression of the type of the 
1930’s were to recur. But is this 
likely? 

As distinct from the aftermath of 
World War I, this time there has not 
arisen a large volume of private 
international indebtedness which 
could be withdrawn at short notice 


and, therefore, cause an_ inter- 
nationa! liquidity crisis. Nor is a 
long-term agricultural depression 


likely. 


World farm production does not 
yet exceed the pre-war level if 
account is taken of increased popu- 
lation, and the insufficiency of food 
supplies in the under-developed 
countries is generally recognised. 


Thus the contingency of a large- 
scale depression is extremely un- 
likely, and in view of the underlying 
tendency for increased demand for 
primary products there is a much 
better chance to limit price fluctua- 
through commodity agree- 
menis and similar devices. 

If the view is taken that a large- 
scale depression may be forced 
upon the world through fluctuations 
in the United States, it can be taken 
for certain that, whatever party may 
be in power there, everything would 
he done to limit the extent of the 
depression, since any Government 
failing in this task would share the 
fate of the Republican Administra- 
tion of 1933. 


tions 


U.S. Realises Danger 

It should not be thought that the 
United States is unaware of the 
danger. The Annual Econom 
Review of the Council of Econom: 
Advisers makes it quite clear that 
the need for adjustments and flex- 
ible policies is fully realised. 


A much wider issue has been 
raised in some quarters by implying 
that the policy of the American 
giant must, by its nature, be directed 
against the interests of the rest of 
the free world. But is this conclu- 
sion justified after the record of the 
United States in the last decade? 


Lend-Lease and Mutual Aid may 
have been in America’s own in- 
terest; but they avoided the piling- 
up of war debt as after World War 
I. And nobody could deny the 
idealism that prompted the Marshall 
Plan and Point Four. 


There is no reason to assume that 
the American interest in the under- 
developed countries will stop should 
the cold war be followed by some 
sort of settlement with the Russians. 
Indeed, such aid will have to go on 
in order to show the poor countries 
that the West offers them something 
more effective than totalitarian 
slavery. 


There is no danger of an uncon- 
trolled flow of U.S. private invest- 
ments abroad. These were, in fact, 
lower in 1951 than in 1950, the large 
oil investments being completed, 
and sent, in large part, to Canada 


From Memorandum submitted to the Economic Research Council, London, 
March, 


1952 





Amel 
redii 
inne 


ed 


iven 


1Orgoa 





the 


the 


on - 
*St- 
ict, 
rge 
ed, 
da 





ROLE OF 


is most unlikely that the private 
\merican investor will again make 
redits available for projects which 
nnot bring dollar returns. 


In passing, it should be empha- 
ed that, in acknowledging the aid 
ven by the Americans, it is not 
gotten that Britain did more than 
or share in both wars. Although it 


PROFIT SHARING 


greatly enhances the value of joint 
consultation and provides a sure 
basis for industrial ‘ecadership. It 
can be done in so many ways that 
it is well worth while to see how 
others do it. To describe in detail 
schemes in practical operation in 
a wide range of industries, to 
nake this detailed information 
‘vailable to those who need it to 
answer the questions profit shar- | 
ing raises in their own businesses, 
that is the work of the 
INDUSTRIAL CO-PARTNERSHIP 
ASSOCIATION 
36, Victoria Street 


London, S.W.] } 
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may be doubtful whether the exact 
calculations are possible, the rough 
figures based on national income 
tell the story sufficiently. And it 
may properly be noted that the 
same is happening again now with 
rearmament. (Mr. Hoover, in his 
recent wireless address, pointed out 
that Britain was the only country 
outside the United States which 
made a proper effort). Perhaps it 
may have been questionable to off- 
set the aid we got from the U.S.A. 
after the war by the repayment of 
U.K. war-time sterling-balances—a 
debt incurred in the interest of the 
common effort—but we may also be 
proud to have kept the Asiatic 
Dominions within the Common- 
wealth and the free world through 


th S sacrifice. 


There is no reason to hold the 
pessimistic view that the American 
market for imports will dry up 
witnin a few years. Firstly, the 
market for “ curiosities ” can be ex- 
panded and, as Mr. Paul Hoffman 
pointed out again and again, a rela- 
tively small increase in imports from 
Europe compared with U.S. pro- 
duction wou'd go a long way to 


+ 


alleviate the dollar problem. 


BRITISH NATIONAL INCOME AND EXPENDITURE 


Preliminary estimates of 
have been issued by the Treasury 
whole of 195] was £516 million. 


National Income 


and Expenditure in Britain 


The estimated overseas deficit for the 
here was an increase of 5 per cent in 


the value of home production, plus net income from abroad (* gross 
national product’). But the value of goods and services used at home 


rose by 10 per cent 


private person 


spent 8 per cent more. Government 


and local authorities spent 19 per cent more, and 19 per cent more went 


into capital equipment. 


Personal spending showed little change in pattern 


from 1950—out of £1. 4s. 6d. went on food; 3s. 1d on drink and tobacco; 
2s. on rent, rates. fuel; Is. 9d. on clothing: 2s. 2d. in taxes: 8d. in National 


Insurance; 5s. 9d. on sundries; one penny in savings. 


White Paper (Cmd.8486). H.M.S.O., March 10, 1952 








THERE is a possibility that in a few 
months the profession of architec- 
ture will find itself running under 
slump conditions. 


Building, other than that for in- 
dustry. is now virtually confined to 
housing and a balance of a school 
programme designed to try to ensure 
that the switch-over of general 
industry from normal home and ex- 
port markets to armaments shall be 
as smooth as possible. The controls 
on building are basic, and so more 
or less hidden and indirect—more 
limitations on capital expenditure by 
making money dear in the home 
market in the hope that it may in- 
crease its value in terms of other 
currencies. 


Let us examine briefly the major 
effects on the building industry, 
which is the industry most concerned 
with capital expenditure : 


1. Increased interest will have to 
be borne by loans and, in the case of 
local authorities, this will mean the 
raising of rates or the cutting-down 
of housing and other social-service 


Architects Fear Recession in Building 


expenditure or both. Mortgage and 
building society loan-interest in- 
creases will make private-enterprise 
building shy of borrowing. 

2. Building costs other than 
interest charges will advance con- 
siderably. The Minister of Works 
has already removed price controls 
from many materials on the basis of 
a “gentleman’s agreement” whereby 
merchants will keep increases down 
to a minimum and will establish 
prices that * will remain firm during 
1952 unless there are further major 
increases in cost.” But increased 
taxes on fuels will put up the costs 
of transport and manufacture of 
materials and components, as well 
as costs of running mechanised site- 
works. 


3. In spite of deflationary policy, 
there is little hope that the cost of 
living will drop. In fact the cuts in 
subsidies and other indirect effects 
of new taxation indicate that it may 
rise sharply. The result of this will 
be reflected in demands for higher 
wages in the building industry 
among others. 


From The Architect and Building News, London, March 20, 1952 


Self-Help Housing in Britain 


THERE are obvious attractions in any 
means whereby people who want 
new houses can be encouraged liter- 
ally to do their own building. The 
building industry is not required to 
supply labour, and people who build 
their own houses have powerful in- 
centives to economy and ingenuity. 


The first self-build society put up its 
first houses over three years ago. 
There are now several scores of 
societies with hundreds of houses 
built or building. 


The self-build societies vary a 
good deal. Members are mostly fac- 


From The Times, London, March §, 1952 
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ry workers or skilled men of other 
kinds, such as electricians, 
iechanics, or upholsterers; but they 
so include office workers and Post 
Ollice employees. Some successful 
oups consist of men all working 
yr the same employer; the members 
oiher societies may have some 
ther common interest to bring them 
together. Groups are at work all 
over the country, but the main 
centre of the movement is the region 
round Birmingham. 


THE WAR destroyed about 2,300,000 
dwellings in the area of the western 
ederal Republic, this loss repre- 
‘nting 22 per cent of the housing 
formerly available. In addition, a 
further 27 per cent of the pre-war 
ousing was damaged. Therefore 
over half Germany’s housing needed 
attention when peace came. 

By the middle of 1950, 42 per cent 
of the damage had been fully res- 
tored, and another 52 per cent partly 
restored. But Germany today is still 

ving in a large number of make- 
shifts—barrack-huts, garden sheds, 


The usual course is for the group 
to be registered as a housing society 
or trust; to agree to vest the houses 
either in the members collectively, as 
a society, or in trustees; and to lease 
each house to an individual member- 
tenant in return for rent. This pro- 
cedure enables mortgage loans on 
favourable terms to be obtained 
from the Public Works Loans Board, 
and secures at least the annual 
Government subsidy of £16 10s. Od. 
a house. 


Rebuilding Germany’s Shattered Housing 


air-raid shelters, cellars in ruins. 

Despite rapid building since the 
currency reform of 1949, there 1s 
still a deficit of about 43 million 
dwellings. Financing is the weak 
spot in the housing programme; in 
1951 only about £400 million was 
supplied in capital, about a third of 
that sum coming from private 
sources. 

There are many self-help building 
societies functioning, and available 
building capacity is sufficient to 
ensure some 400,000 dwellings per 
year. 


From Handelsblatt, Dusseldorf, March \0, 1952 





WORLD HOUSING 


Per 

Thousand Thousand 

Units Inhabitants 
Belgium ...... 44 5.1 
Denmark ...... 22 $2 
W. Germany . 350 7.5 
2 ee 75 1.8 
(>. Britain: ...<. 195 3.9 
| er 56 1.2 
Holland ...... 47 4.7 


COMPLETED IN_ 1950 

Per 

Thousand Thousand 

Units Inhabitants 
Norway 20 6.3 
Austria ...... 16 “3 
Sweden .......... 43 6.2 
Switzerland ... 24 im Pe 
Australia .... 61 7a 
ee 6.3 
Ne -ecitvcsis 208 2 


Notes: High rates per population in Western Germany, Norway and 


Sweden. 


Very low rates in France, Italy, Austria. 


Europa Archiv, Frank fort-am-Main, March §, 1982 











Employing Older People 


The Mnistry of Labour (U.K.) is setting up a Committee on the employmen 
of older men and women; this article gives the background to the problen 
of an ageing population 


THe proportion of oid people in the 
population of Great Britain is 
increasing year by year. Under the 
National Insurance Scheme, the 
minimum pensionable age for men 
is 65 years, for women 60. In 1911 
there were above these ages 2} mil- 
lion people, that is, 67 per thousand 
of the population, or one in fifteen. 
In 1947 there were almost 6} million 

-131 per thousand, or approxi- 
mately two in fifteen. In 1977 it is 
estimated that there will be some 9} 
million—about 190 per thousand, or 
nearly three in fifteen. 

Below the pensionable ages also, 
the proporticn of older people is 
rising in relation to the proportion 
of younger people. By 1960 the 
population between the ages of 20 
and 40 is expected to decrease by 
about seven per cent, while the num- 
ber between 50 and 60 is expected to 
increase by about 17 per cent. The 
proportion available for employment 
is much higher amorg younger than 
older persons, and the reduction in 
the numbers between 20 and 40 will, 
therefore, adversely affect the size of 
the working population, especially 
of women, unless a larger propor- 
tion of those over 40 years of age 
continue in employment. 


A decreasing proportion of child- 
ren might partially off-set the effect 
of an increasing proportion of retired 
people on the total proportion of 
economic dependents in the popula- 
tion. But if more and more older 
people were to mean more and more 


people not in employment although 
capable of productive work, an un- 
necessary burden would be placed 
on those at work and producins 
and this burden would grow. 


Smaller Working Population 

Today this long-term economic 
need is made yet more urgent by) 
the general man-power shortage; 
and the number of younger people is 
decreasing not only relatively but 
absolutely. By 1960 there will be 
over 400,000 fewer men aged 18-40 
inclusive than there were in 1950, 
and these are the age groups on 
which fall not only the first calls of 
industry but nearly the whole of the 
demand for man-power for the 
Armed Forces. Older people repre- 
sent one of the very few possible 
reserves from which labour can be 
drawn to augment the working 
population. 


The needs of the tndividual com- 
bine with the needs of the com- 
munity to make desirable more em- 
ployment of older people. There are 
indications that the break in normal 
routine caused by retirement often 
leads to physical and mental “ age- 
ing’; and older people themselves 
often prefer to carry on at work, 
either in their normal job or perhaps 
in some less exacting one. The ex- 
pectation of life of a man aged 65 is 
now 123 years, of a woman aged 60 
183 years. To carry on at work for 
at least some part of this period not 
only may be financially profitable 


From Ministry of Labour Gazette, London, February, 1952 
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t helps to preserve interests and a The table below relates these 
en ise Of value to the community. figures to the total population. The 
= srcentages show the proportion of 
€ Pa ; « J » pe 
Pensionable Age employees in the pensionable age 
In spite of the tendency to think groups. Registered unemployed are 
- f 65/60 as the normal retiring ages, included as weil as those in employ- 
any Who reach those ages do not ment. 
ee ure at once. The following table lt appears that the proportion of 
we ves the estimates of the number of men reaching pensionable age who 
nptoyees aged 60 and over in postpone taking pension is fairly 
Great Britain at the end of May, high (about 60 per cent); and that 
1950. the proportion of women (nearly 50 
ni a per cent) seems to be on _ the 
by rthday) at Increase. 
oe nd May, Thousands An analysis by industries shows 
e is alata Men Women Total that the highest percentage of older 
but 60 176 48 224 ~employeec of both sexes is in Mis- 
be pe +H = rit cellaneous Services. This is due 
re - c . . . 
-4() 63 14] % 167 mainly to the high proportion of 
50) 64 138 29 160 older people in the catering and kin- 
Ol 65 91 19 110 dred industries and in domestic ser- 
: 6 3 a ) es — 
or re “a ys: vice. With men, the percentage is 
the 48 50 1? 6) also well above average in the agri- 
the 69 43 9 52 cultural, textile, clothing and leather 
vre- 0 and over 161 35 196 industries. The percentage is ab- 
— —-- - aq] al ' a rahicle } | - 
ble oe ee eee 375 1.538 normally small in the vehicle indus 
he Total over 65 486 106 59? try, In gas, erectricity and water, and 
ing ——- - in transport services. 
ym- EMPLOYEES AGED 60 AND OVER AS AT END-MAY, 1950 
ym- Employees as 
>m- Estimated Estimated percentage of 
are total total total 
aa Age employees population population 
‘ten MEN ’ 
ae 40-64 777,000 1.051,000 74 
” 65-69 325,000 870,000 37 
i 0 and over 161,000 1,344,000 12 
or 
ans WOMEN 
Y 40-64 169,000 1.318.000 13 
eX- 05-69 71,000 1.137.000 6 
5 is 70 and over 5 35,000 1,955,000 2 
60 
for 
not 
ible 
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Sterling Area’s Gold Loss Drops 

In March the sterling area lost 
only $71 million in gold and dollars, 
as compared with $266 million in 
February and $299 in January. Spot 
sterling is quoted in New York 
around the $2.80 mark, and pound 
notes are quoted on the Paris unoffi- 
cial market at Frs. 1,010. 

Financial Times, London, 
April 5, 1952 
I.M.F. Policy Changes 

It is known that the International 
Monetary Fund has decided on 
changes in its policy, but the details 
are being kept secret. It is assumed 
in most quarters that the changes 
are in the directions suggested by 
the U.N. Report on Measures for 
International Stability (see Economic 
Digest, March, 1952, p. 102). This 
being so would make it easier for 
members to borrow. The present 
resources at the Fund’s disposal 
amount to $2,800 million in gold 
and dollars. 

Financial Times, London 
March 6, 1952 
German Unions Want 
** Mitbestimmung ” 

A movement in German Trade 
Unions which demands Mitbestim- 
mung (co-determination) in industry 
has been growing more and more 
vocal lately. Co-determination 
means sharing management by capi- 
tal and labour, each side represent- 
ing one-half of the board of direc- 
tors, with a neutral chairman. A 


ECONOMIC 
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representative of labour is also with 
the sales manager and productio: 
manager to form a management 
triumvirate for each firm. This new 
set-up has already been introduced 
into coal and steel firms, but the 
Unions demand similar arrange 
ments in at least the larger com. 
panies of all industries. 

Handelshlatt, Dusseldorf, 

March 10, 1952 

U.K. Stee] Outlook Brighter? 

By the end of 1952, if steel pro- 
duction continues at the present rate, 
the shortage may turn into an “ em- 
barrassing” surplus. Production in 
1951 was 15} million tons, and 
estimates for 1952 now reach 17! 
million tons. 


Mr. L. G. Dover, Iron and Steel Federa 
tion, Birmingham, March 19, 1952 


Pakistan Budget: Half for Defence 

Budgeting for a surplus of about 
£8,500,000, the Pakistani Finance 
Minister plans 51 per cent of expen- 
diture for defence. No new taxes are 
proposed, but increases are made in 
duty on alcohol drinks, betting and 
stamps. Income tax is_ slightly 
reduced, and the export duty on tea 
is cut by a quarter. New companies 
set up since partition in 1947 are 
exempted from profits tax. The 
balance of payments position has 
improved, and reserves of foreign 
exchange on March 1, 1952, stood 
at Rs. 148 crores (£160 million) or 
Rs. 10 crores more than at a year 
before. 


Pakistan News, London, 
March 16, 1952 


South Africa: “ No Crisis ” 

Finance Minister N. C. Havenga 
said in his Budget Speech that “ the 
Union of South Africa is not faced 
with a crisis, nor has it contributed 
towards the crisis with which the 
sterling area is faced. It meets its 
own hard currency commitments, 
and does not draw on the centra! 
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reserves. ... I have decided to 
raise the normal yield on medium- 
term Government stocks to four per 
cent. I have authorised the Reserve 
Bank of South Africa to sell £10 
million worth of gold to the Bank of 
England, over and above the normal 
quarterly gold sales. The Union 
Budget will have an estimated sur- 
plus of £4,000,000, notwithstanding 
£14 million voted for defence and 
other essential services (7 per cent of 
total expenditure).” 
Cape Town, March 26, 1952 

Russia Cuts Food Prices 

The Council of Ministers of the 
USSR have decreed the reduction of 
retail prices of foodstuffs in Russia 
by from 10 to 30 per cent Bread 
prices go down 12 to IS per cent, 
milk 10 per cent, butter and eggs 15 
per cent, sugar 10 per cent, fruit 20 
per cent. The price of books is also 
lowered by an average of 18 per 
cent. 

Soviet News, London, April 2, 1952 
Ireland’s Trade Defiicit 

In 1951 Eire had a deficit on 
trading account of £123 million, £36 
million more than in 1950. Imports 
from non-sterling sources are being 
cut, and the tourist trade, chief 
source of dollar earnings, is being 
promoted by a loan of £3,000,000 
to hotels, etc. Exports to Britain 
account for 71 per cent of Eire’s 
overseas trade. 
The Times Review of Industry, London, 

April, 1952 

Belgium Blocks Export Proceeds 

The National Bank of Belgium, in 
order to reduce the impact of Bel- 
gium’s surpluses on the European 
Payments Union, has been ordered 
to block proceeds from certain ex- 
ports again. The rates include: 25 
per cent on steel and cement, 20 per 
cent on motor cars, 10 per cent on 
chemicals and 5 per cent on textiles. 
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Exporters may contract, however, to 
receive payment in dollars, in which 
case they escape the blocking and 
the export tax. Invisible exports like 
capital payments into Belgium are 
blocked for six months to the extent 
of 40 per cent. 
Financial Times, London, 
March 24, 1952 

Britain’s New Living-Cost Index 

New weightings for the revised 
cost of living index, based on 1950 
consumption at January 1952 prices, 
compared with those of the previous 
index are as follows: 


Old New 
Group Weight Weight 
Household Durables 71 62 
Food a 348 399 
Rent and Rates ... 88 72 
Clothing : ai a 98 
Fuel and Light a & 66 
Misc. Goods ate roe 35 44 
Services ... ... ... WY 9] 
Drink wa ahe:- eel 78 
TOMO. sxc . 90 

1,000 1,000 


Note the large increase in the 
importance of food, and the relative 
decline in household durables, drink 
and tobacco. 

Ministry of Labour Gazette, London, 
March, 1952 
U.S. Investment in South America 

American private investment in 
South America is now estimated to 
have reached the record figure of 
$6,000,000 million. The overall 
average of earnings remitted to the 
United States has been about 14 per 
cent, the same as from domestic 
investment. More than half of the 
new investment since 1945 has been 
in oil industries, notably in Vene- 
zuela. 

Chase National Bank, New York, 

March 28, 1952 











Europe’s Coal Shortage Criticised 


Hard facts 


and hard words at times 


—about forecasts that America will 


still be shipping coal to Europe in 1956 


ONE OF EUROPE’S most serious 
problems is the continuing coal 
shortage, which through the neces- 
sity of importing American coal in- 
tensifies the balance of payments 
difficulties. Three recent publica- 
trons (see below) dealing with this 
problem deserve wide attention. 


The report on “Coal and Euro- 
pean Expansion ” examines the coal 
prospects of the O.E.E.C. countries 
during the next five years in view of 
the Council’s declaration of August 
29, 1951, which envisaged an expan- 
sion of production of 25 per cent in 
this period. The prospective coal 
budget is summarised as follows: 


(million metric tons) 


1951 1956 
Coal needed by O.E.E.C. 
countries 486 540-550 
Coal available from 
O.E E.C. countries 451 S15 
Gap ay 25°35 


In 1951 the gap was covered by 
25 million tons from the U.S.A. and 
10 million tons from other sources, 
mainly Poland. “In future,” says 
the Report, “about the same amount 
might be expected from non-U.S. 
sources subject to satisfactory trade 
arrangements.” 


The assumed increase of about 13 
per cent in coal consumption must 
be compared with an assumed in- 
crease in industrial production of 
goods of 33 per cent. This implies 
a decline in the total consumption 


From Coal and European’ Expansion, 


of coal per unit of industrial pro- 
duction of about 3 per cent per 
annum. This saving must be the 
result of the use of other energy 
sources (hydro power, liquid fuels 
and natural gas) together with tech- 
nological advances in their use. This 
3 per cent estimate compares with 
the actual figures of 5.6 per cent for 
all Europe during 1932-37, and of 
5.3 per cent for O.E.E.C. countries 
during 1948-1951 (in both periods 
conditions were particularly favour- 
able). 


A survey of the production plans 
in the individual countries comes to 
the conclusion that coal output in 
O.E.E.C. can be increased by 13.7 
per cent. Under these assumptions 
there would still be a gap to be 
filled by imports from the United 
States in 1956. This O.E.E.C. re- 
port therefore calls for still greater 
efforts, under the headings of man- 
power, technique and social ser- 
vices. 

Short-Term Targets for 1953 

Following this call, a Ministerial 
Coal Production Group was set up 
by O.E.E.C. to study further mea- 
sures. in this Group’s First Report, 
it establishes new short-term targets 
whereby coal imports could be 
avoided by the end of 1953. Western 
Europe’s coal output could be in- 
creased by 36 million tons over the 
1951 level provided the various diffi- 
culties in various countries are over- 
come. 


O.E.E.C., Paris, February, 1952, (HM. 


Stationery Office, 8s.); First Report of the Ministerial Cceal Production Group, 
COLL... 


March, 1952; and Fconomic Survey of Europe in 1951, Geneva, March, 
1952 (H.M, Stationery Office, 11s.) 
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[he Group’s recommendations 
stress the need for measures to in- 
crease production using existing 
manpower, recruitment of additional 
manpower, and increased invest- 
ment. For each country, one prob- 
lem looms larger than the others. 
For instance, in the U.K. output 
depends mainly on recruitment; in 
Germany it is above all a matter of 
investment. 

* Most Unnecessary ” 

The Economic Survey of Europe 
in 1951 takes up a more critical atti- 
tude to the coal shortage. “ The 
most serious and most unnecessary” 
among the shortages it calls it. It 
doubts the continuance of the tradi- 
tional Polish exports to the west, 
which “can hardly survive in the 
face of increased demands from the 
rapidly industrialising economics of 
eastern Europe and Russia—unless 
the western countries continue to 
have attractive counter-deliveries to 
offer or unless Polish production 
keeps pace with eastern Europe’s 
demand. The recent breakdown of 
the Polish-Danish trade negotiations 
may be a straw in the wind. Polish 
coal made up 4 per cent of western 
continental Europe’s total supplies 
in 1951, and 25 per cent of the im- 
porting countries’ purchases, so that 
its loss would be a serious blow.” 

The Survey implies some scepti- 
cism whether the goal of an increase 
of 25 per cent in western Europe’s 
national product can be reached at 
all. It asks: “ Would it not there- 
fore be pointless to leap into the 
dark before there is stronger con- 
crete evidence that more than lip- 
service is being paid to this target? 
If sufficient coal is not produced, the 
goal cannot be reached in any 
event.” 

In discussing British policy, the 
Survey overlooks the facis that 


miners’ lodges are autonomous in 
the matter of admitting foreign 
workers, and that a review of the 
housing programme is under con- 
sideration. 

It also thinks “that the invest- 
ment effort of Great Britain is pro- 
portionately much smaller than that 
of France: this is remarkable when 
looked at side by side with the ex- 
ceptionally serious manpower situa- 
tion in Great Britain.” It gives the 
following figures: 


GROSS INVESTMENT IN 
COAL-MINING 
(Smillion of 1950 purchasing power) 
Output 
1950 1952 1951 
(mn. tons) 


U.K 96 110 212 
W. Germany 78 147 120 
France 168 148 53 
Belgium 17 32 29 


But against this it must be said 
that the British plan is a long-term 
plan spread over 15 years and in- 
volving a total expenditure of £520 
million, as against the figure of £38 
million for the year 1952, the equi- 
valent of the figure in the table 
above. Again, it takes ten years to 
sink a new mine; and in the table 
the figures include power plants for 
all countries bar the U.K. 

The table must also be compared 
with the figures given for average 
annual investment 1951-1956 in 
“Coal and European Expansion ”: 


(Smillion) 
of Se 109 France...... 92 
Germany... 175 Belgium .... 47 


The Report of the Ministerial 
Production Group points out that 
“Jack of capital provision is not a 
factor which has limited progress of 
reconstruction and modernisation in 
the British mines.” In the last five 
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£130 


years million has been in- 
vested. But there is the problem 
whether spending is fast enough. 
“ There is evidence that the level of 
investment in the United Kingdom 
coal industry has been too low. The 
main reasons for this are: 1, 
Shortage of qualified engineers; 2, 
long delivery dates for equipment 
(due to rearmament and export 
priorities); 3, the practical difficulty 
of avoiding the inevitable tendency 
to sacrifice development for present 
output; 4, restricted and rigid frame- 
work of the industry which limits 
the volume of work which can be 
carried out successfully at any one 
time.” 


Price Policy 

Returning to the Survey of 
Europe, E.C.E. has a sharp rap over 
the knuckles for countries unnamed 
on the subject of price policy and 
rationing. 


“No European government has 
encouraged a rise in the price of 
fuel relatively to other prices in 
order to bring about fuel economies. 
The ratio of coal costs to national 
income is so low for all countries 
that such an increase could not re- 


CONCEALING 


We shall not te far 


public of 
propaganda has no counterpart in 
experience. The vital question, “ 
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sult in an important general rise in 
prices. But the smallness of the 
same ratio is a double-edged sword 
—it would be unreasonable to sup- 
pose that firms’ demand for coal 
would be very sensitive to changes 
in coal prices. 


“It might have been supposed 
that, having rejected price policy as 
a weapon to enforce efficiency in the 
the use of coal, governments would 
have used rationing or allocation 
schemes to the same end—particu- 
larly those with a tradition of direct 
controls. But there is no evidence 
that this has anywhere been tried, 
and some evidence that where the 
ration has been fairly generous, the 
influence of the system has been 
malignant rather than benign. 


“There has been no attempt at 
discrimination between efficient and 
inefficient users. The foolish virgins 
who start the winter with inadequate 
stocks because they have consumed 
imprudently, far from being pun- 
ished for their lack of foresight or 
of public spirit, tend to be rewarded 
by a supplementary allocation to 
keep them going.” 

—M. Goetz. 


THE CRISIS 


wrong if we assume that the practical effect on the 
propaganda on cconomic matters in peacetime is nil, if the 


the reader’s or listener's practical 


Can we produce more. or consume less?” 


does not force itself on our attention, for we find ourselves faced by no 


such choice in our daily round. 


At the worst, it only seems necessary for 


us to accept the fact that if we want more. we must produce more: to 
which we generally add the comfortable rider that if we want more 


production, we must offer more consumption as a bait. 


Bemused in this 


wiy. we believe that we can refuse to sacrifice one jot of our hard-won 
Icisure while still keeping our standard of living intact. 


Lecier from O. M. Meares, Fconomist, London, March 15, 1952 
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Is National Debt a Burden ? 


{ Canadian analysis of the controversy—should national debt be kept low 
at all costs, or is it an instrument of social and economic planning? 


NATIONAL DEBT is of two general 
types: 1, that incurred for the 
construction of productive capital 
assets; 2, that incurred for other 
purposes. 


Not all of the debt of this second 
character can be classed as unpro- 
ductive, however. War - incurred 
debt is usually considered to be un- 
productive. This, however, is a 
negative, and in many respects un- 
real, conception of a debt which was 
the price of victory. Moreover, 
that part of war-time borrowing 
which was spent on improving or 
creating domestic capital equipment 


should not be classed as unpro- 
ductive. 
So with depression-bred debt. 


The alternative to debt-financed 
relief may be social strife and it can 
hardly be maintained that payments 
out of borrowed capital which keep 
the social system in being are un- 
productive. In view of such con- 
siderations, therefore, it seems illogi- 
cal to make categorical distinctions 
between “ productive ” and “ unpro- 
ductive ” debt. 


If it is maintained that the ser- 
vicing of an internally-held debt is 
no burden since payments are 
merely transfers from one citizen to 
another, it should be pointed out 
that for this to be strictly true the 
distribution of the debt as among its 
holders must be very even indeed. 
Otherwise certain groups will have 
their cash position increased at the 
expense of other groups. 


It is necessary, therefore, to take 
into account the investment habits 
of net interest recipients and the 
taxation and social welfare structure 
of the economy. If it should appear 
that a certain group holding large 
amounts of government bonds is re- 
ceiving a very large share of interest 
payments, this does not necessarily 
mean that the service of the debt 
is burdensome to all other groups. 
If the interest payments are used to 
pay taxes which support a broad 
structure of social security benefits, 
then the supposed burden is can- 
celled by the benefits received. 
Then, too, to the extent that the 
interest payments are used to create 
new productive facilities, the burden 
of these interest payments is can- 
celled for the economy as a whole, 
although the members of the com- 
munity employed because of the ex- 
penditure of the interest payments 
may not be the ones who paid the 
taxes which made the original in- 
terest payment possible. 


This last consideration is the basis 
for the assumption that the payment 
of service charges on the national 
debt might be burdensome to some 
people; that is, it does seem likely 
that certain persons make ner cash 
expenditures toward the servicing of 
the debt. However, the shifting 
effect upon incomes and prices of 
changes in taxation schedules and 
social security benefits makes it 
difficult, if not impossible, to deter- 
mine accurately which people are 
net recipients of interest. 


From Commercial Letter, Canadian Bank of Commerce, Toronto, February, 1952 
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Foreign Holders -Parasites? 

The existence of externally-held 
debt is usually considered to be a 
net burden on the community as a 
whole inasmuch as money must be 
sent out of the country to foreign 
holders of government — bonds. 
\lthough the existence of an ex- 
iernally-held debt might complicate 
an investigation designed to deter- 
mine Which groups within the econ- 
omy are net interest recipients and 
Which groups are net interest payers, 
it by no means follows that an 
externa! debt is necessarily a burden 
upon ihe economy. Borrowing from 
foreign sources provides the domes- 
lic economy with productive re- 
sources. Assuming that the purposes 
for which such indebtedness is con- 
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tracted cause the productivity of th 
domestic economy to rise at a more 
rapid rate than could be achieved 
by the use of limited domestic re- 
sources, it is possible to reason that 
no burden is incurred by the pay 
ment of interest on the debt, bi 
that the borrowing country as a 
whole is repaying the debt out of 
increased production. 

Of the many views regarding the 


burden of the debt, few are capable 


of withstanding searching analysis 
It appears, however, that the steepl) 
progressive taxes of the past decade, 
coupled with more generous social 
security benefits and a wide distri 
bution of the debt, have served t 
minimise many of the inequitie: 
which existed in years gone by. 


Canadian National Debt 


Millions) 


Unmatured Funded Debt 


UTOSss Pavable Payable Payable 

Debt in N.Y. in London in Canada 
93 67 4 
x] 200 126 12 
ISO] 290 188 12 
190] a5 228 9 
i9}] 175 271 5 
1914 S44 303 | 
I20 3,042 136 336 2,067 
1930 2.545 166 £7 1.805 
1939 3711 469 406 SU) 
$3 9,238 439 13 7.442 
1946 18.960 178 12 16.617 
] }49 16 950 298 >. 1$,278 
1950 16.751 438 62 14,692 

195] 16.935 364 S6 14.60 


} 


Fhe above table shows the pulse of national development very strongly, 


ular the fol! 


| i867 to 
sapital-—-railway 


wing periods: 


. AD ira ‘ ,« 
docks and canals 


outbreak of First World War: 


debt incurred for transport 


nearly all the money from London 


War period: great increase in debt, two-thirds of which is for war 


nearly all the increase is raised domestically. 


Urnoses But nov 
3 1920-1920: moderate reduction in debt. 
4. 1939 t 


c 4 1 


tiefs to agriculture, add over a $1,00( 
foreign debt shrinks rapidly, both to U.S.A. and 


5. War period: 
Britain. Deb! multiplied five 
6. 1946-1951: 


1 
SsUCS TAY a 


o outbreak of Second World War: depression spending, 
) million. 


times, domestic !ssue taking up slack. 
Debt is reduced and ther 


remcins steady. Foreign 


a little and the domestically-held debt tends to decline. 
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Recent Comments 

(1) EUROPEAN Ri VIEW: 
Germany, Italy’ 

Unemployment continues to be a 

rious and increasing problem in 

‘rmany, where 1,654,000 persons 


‘Not only 


Without work at the end of 
S1. But it ts no longer Germany 
d Italy who are embarrassed by 


high unemployment _ percentages. 
Serious economic difficulties are be- 
ginning to arise for those European 
suntries which have followed a 
rictly orthodox financial policy, as 
ell as for those which have been 
blamed for overspending. In Bel- 
sium, the apparently high rates of 
nemployment have been widely dis- 
sunted hitherto on the grounds that 
they are magnified by the inclusion 
of workers on family farms. But in 
everal industries a disquieting rise 
has now occurred. In Holland the 
figure is estimated at between 6 and 
7 per cent. Even in Switzerland un- 
employment is also rising. 


London, March, 1952 
(2) CLYDESDALE AND NORTH OF 
SCOTLAND BANK: “ New drift 


south ” 
Experience has shown that the re- 
deployment of labour is less difficult 


to achieve within the industrial belt 


than in outlying districts, where, 
When alteraative occupations are 


hard to find and pockets of unem- 
ployment develop, the problem of 
transfer becomes formidable. The 
consequences are the more serious 
for Scotland because when work- 
people in such districts, particularly 


those who are. skilled. have to 
leave home in search of work, 
started. 

The consequences are the more 


serious for Scotland because when 
workpeople in such districts, par- 
ticularly those who are skilled, have 
to leave home in search of werk, 
they have shown themselves likely 
to join the outward drift to England 


bh 
1 


on Unemployment 


and to the Commonwealth countries 


Overseas. Glasgo March, 1952 
(3) Tre Economist: “A one- 
industry slump in U.K.” 
There are several points that 
public opinion, in its sudden alarm 


over unemployment, is overlooking. 
Nothing very disquieting has hap- 
pened yet Unemploy ment last sum- 
mer was lower than ever. In the 
autumn it increased rather faster 
than usual, but it was not until 
December that the unemployed be- 
came as numerous as at the same 
time a year before. At the turn of 
the year the rise was still gentle. By 
February, 1952, unemployment had 
climbed to 1.9 per cent of the work- 
ing population (in 1938 the figure 
was about 10 per cent). This is a 
particular, not a general, recession. 
There is scarcely | more unemploy- 
ment among men than ‘hue was a 
year ago. There are 168,600 women 
out of work as against 97,800 in 
February, 1951; in the same time 
only 20.700 more men fell out of 
work. The textile and clothing in- 
dustries account for two-thirds of 
the whole increase. If there were no 
recession in textiles, there would be 
no talk of a slump. 


London, March 29 1952 


(4) New York Times: “ Some bad 

spots in U.S.” 
Unemployment in 
whole is still relatively low, but a 
number of areas now have serious 
unemployment problems. Where 
certain areas have large enough 
labour surpluses to warrant it, the 
Government gives those areas a pre- 
ference when Government contracts 
are placed—18 major and 5 smaller 
areas were so certified in March 
These areas have 6 per cent or more 
unemployment. 
New York, 


America as a 


March 7, 1952 
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Decline of the Black-Coated Worker 


By B. ANNE GODWIN 


(Clerical and Administrative Workers’ Union) 


Lhe clerk is losing prestige and pay relative to the manual worker—how 
has this come about, and what are the consequences? 


THE TERM “ black-coated worker” 
could, with justice, describe the 
parson, the doctor, the lawyer, the 
stockbroker, the merchant, the 
salesman and the clerk. Historically 
they all stem from the same source, 
from the medieval clerk or cleric, 
the literate man in an_ illiterate 


world. 


Even in its modern usage, the 
term is wide enough. And_ the 
* hiving-off ” process continues. An 
occupation which enters into almost 
every phase of activity has produced 
its civil servants, its local govern- 
ment officials, its law clerks, its 
banking and insurance clerks, its 
shipping clerks, to say nothing of 
the vertical divisions running up to 
the professional and executive 
spheres. 


Consideration, however, might be 
confined to that range of office 
employment which is entered at a 
junior age and pursued through life 
by promotion or examination or 
doth. 


The basic qualifications of a clerk 
are still to read, to write and to 
calculate. For generations, these 
were Suilicient to ensure him a live- 
hood. They did, indeed, more. 
They placed him in a position of 
privilege in relation to the great 
mass of unlettered workers. He was 
the employer's right-hand man and 
confidant. He had some expectation 


of acquiring sufficient experience 
and capital to become himself an 
employer of labour. Or he might 
expect to serve the same employer 
for his whole working life and retire 
on a pension. In an_ industrial 
world of casual employment, and 
penurious old age, his was a privi- 
leged position. In acquiring it, he 
also acquired a high standard of 
integrity and a sense of responsi- 
bility which, I think, still remain 
part of his heritage. 


Reasons for Decline 


Two developments undermined 
this relatively favourable position. 
The first was compulsory education 
and the second was the growth of 
big combines with their complex 
administrative structure necessitat- 
ing large-scale clerical employment. 


Today, every clerical union has to 
face the existence of areas of routine 
work, requiring a degree of intelli- 
gence and accuracy but no specialist 
qualifications and covering only a 
narrow range of duties. 


The work which at one time 
might have been part of the training 
ground for juniors is now too exten- 
sive to be staffed in this way and the 
danger is that when the cream of 
the younger element has _ been 
strained-off and sent forward for 
promotion, the residue will form a 
sub - clerical section, extensive 


From “The Black-Coated Worker,” Socialist Commentary, London, April, 1952 
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enough to undermine both the status 
of the clerk and his remuneration. 

The problem is to some extent 
masked by the existence of large 
numbers of women in offices. 
Judging by the lyrical outbursts 
from time to time from employers 

-mostly male—on the virtues of 
women as routine and machine 
workers, it might be assumed that 
the sex had been designed by an all- 
seeing Providence for just this pur- 
pose. The truth is that a consider- 
able proportion of girls tend to 
regard employment as a mere epi- 
sode between school and marriage. 

A further source of routine female 
labour is now provided by married 
women, returning to or entering 
office employment in early middle 
age. They are. in general, intelligent, 
willing and hard working but wholly 
untrained, a perfect source of rou- 
tine labour from the employers’ 
point of view but not one that is 
likely to command a high standard 
of remuneration. 

The development of large-scale 
clerical employment has led to a 
high degree of specialisation in the 
skilled grades of work, with a know- 
ledge of a particular class of opera- 
tions which, whilst it is complete in 
itself, is nevertheless narrow. 

The old-style general clerk, with 
his good general education, know- 
ledge of business methods and office 
administration, and ability to keep 
accounts, could take his skill from 
one firm to another. Present ten- 
dencies lead to specialisation in, for 
example, shipping procedures, trans- 
port regulations, or co-operative 
practice. Unless we are careful we 
may go further and train, for ex- 
ample, electricity accountants rather 
than accountants. 

It was inevitable that large-scale 
employment should bring to an end 


the personal and confidential rela- 
tionship between employer and 
clerk. The mass employment of the 
clerk has undoubtedly brought his 
conditions, to some degree, into 
closer alignment with the manual 
worker. Even more marked has 
been the action of the manual 
worker to bring Ais conditions into 
line with the clerk’s. What were at 
one time the privileges of the few— 
paid holidays, paid sick leave, 
superannuation—are now being ex- 
tended to the many. 


Why No Overtime Pay? 

Noting this process, the clerk not 
unnaturally examines those condi- 
tions of manual employment which 
he does not enjoy and asks why he 
should be excluded. Overtime is a 
case in point. The security and 
guaranteed employment of the clerk 
has been accompanied, until recent 
years, by an obligation to work 
additional hours when required, 
without additional payments. 

Demands by the clerical unions 
for payment for such additional 
duty are succeeding to a limited 
degree, but the employer never fails 
to counter such claims by praying 
in aid the alleged privileges of the 
clerk in other directions. The clerk 
is now entitled to plead the new 
relativity with manual grades in 
support of his overtime claim. 

The relative deterioration of the 
clerk in relation to the manual 
worker is not in itself to be de- 
plored. In a broad social sense it 
is a good thing. Even from a narrow 
clerical viewpoint it is still a good 
thing. 

In the 1930's, when craft rates 
slumped and unemployment soared, 
anxious parents sought for their 
children the illusionary security of 
office employment, whether they 








were fitted for it or not. As the 
depression deepened, bankruptcies 
and amalgamations and staff cuts 
drove thousands of clerical workers 
into the labour exchange queues. 
But while manual rates continued 
at a low level, the pressure on office 
employment remained and created 
an unbalanced structure. During the 
war years, when he was Minister of 
Labour, Ernest Bevin commented 
bitterly on the loss of fine craftsmen 
during the depression years. An 
adjustment of values was overdue. 
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But the pendulum has swung with 
a vengeance. What we are witness- 
ing is the elevation of the manual 
grades and a positive deterioration 
of the clerical grades. 


Such a policy can easily go too 
far. Good administration and well- 
trained administrators are essential 
to our complicated industrial and 
commercial structure. If those who 
have an aptitude for such work are 
to be discouraged, the consequences 
in the future may be serious. 


Who Can Guarantee Wages ? 


Ont OF the demands of the United 
Steelworkers Union in the U.S.A. is 
for what has been described as a 
guaranteed annual wage. Actually, 
the so-called guaranteed wage would 
he more in the nature of a private 
unemployment-insurance plan paid 
for by the employers. But it has 
revived interest in the guaranteed- 
wage idea, and especially in the 
question of its applicability to steel 
and other industries subject to wide 
cyclical swings in employment. 

[n such industrics,’ where jobs 
and income are so variable, the 
vuaranteed wage naturally has the 
strongesi appeal to workers. Unfor- 
tunately, it is in these same indus- 
tries, and for the same reason, that 
the practical obstacles to its success- 
ful operation are most formidable. 
[here is some reason to_ believe, 
however, that employers in those in- 
dustries are already paying wage 
differentials which it is reasonab!e 
to regard as equivalent to guaran- 
ecd-wage or unemployment-com- 
pensation payments. 


From Guaranty Survey, Guaranty 


Successful experience with guaran- 
teed-wage plans has been confined 
mostly to companies in which em- 
ployment can he held relatively 
stable. Where natural stability of 
employment exists, the guaranteed 
wage, under proper safeguards, pre- 
sents comparatively few difficulties 
for the employer. On the other 
hand, it brings correspondingly few 
benefits to the employee. 


Seasonal Jobs 


Where variations in employment 
are primarily seasonal rather than 
cyclical, the guaranteed wage 
apparently finds its chief field of 
usefulness. Seasonal swings are 
predictable and in many cases are 
amenable to correction. Some com- 
panies with guaranteed-wage plans 
have gone far in smoothing out the 
seasonal variations that formerly 
occurred in their rates of operation. 

The feasibility of guaranteed- 
wage plans in industries subject to 
wide cyclical fluctuations in employ- 
ment is quite another matter. The 


Trust Cn, of New York 


fnril, 1952 
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WHO CAN GUARANTEL 


duration of 


timing, 
cyclical swings cannot oe accurately 


severity, and 


foreseen. The employment hazards 
that arise from them are unknown 
and potentially unlimited. These 
hazards are due to conditions that 
are nation-wide or world-wide, and 
beyond the control of the individual 
employer or industry. A company 
that assumes liability for such 
hazarcs signs a blank cheque. 


In the final analysis, the em- 
ployee’s natural desire for stability 
of annual wage income can be satis- 
fied only by stability of employment. 
No company, however strong finan- 
cially, can long afford to pay for 
work that is not performed. Nor 
could the economy as a whole main- 
tain the worker’s standard of living 
unimpaired at a time when the 
aggregate Oulput of goods and ser- 
vices was subnormal. 


Trying to do so by giving the 
worker full-time pay for not work- 
ing would create a situation similar 
to that which arises in wartime, 
when wage payments are large but 
the supply of consumers’ goods and 
services 1s reduced. The _ effect 
wou!d be inflationary. Either imme- 
diately or later, the downward pres- 
sure of reduced output on the stan- 
dard of living would tend to exert 
itself through higher living costs 
instead of lower money income. 


Steady Purchasing Power? 

One of the standard arguments 
for the guaranteed wage is that it 
would stabilise wage-earners’ pur- 
chasing power, thus sustaining de- 
mand and providing employment. 
This argument is not wholly without 
merit, but it considers only one side 
of a many-sided problem. In the 
first place, it overlooks the fact that 
wage-earners’ purchasing power is 
only one of the numerous elements 
in the sum total of purchasing 
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power. Not only are there many 
individual consumers other than 
wage-earners and their dependents, 
but a large share of aggregate de- 
mand arises from business invest- 
ment and governmental expendi- 
tures, which are not directly affected 
by consumer spending. 

In the second place, the pur- 
chasing-power argument fails to re- 
cognise that wage-earners’ expendi- 
tures, especially for durable goods, 
are subject to broad variations even 
in times of well-sustained income 
a truth which has been clearly illus- 
trated in recent months. 

The argument assumes not only 
that wage-earners’ income wouid be 
fully and continuously translated 
into effective demand (whereas other 
forms of income would not) but also 
that the demand would create pre- 
cisely the addtional jobs that were 
needed to prevent unemployment. 
In short, the purchasing - power 
argument rests upon a set of simpli- 
fying assumptions that differ widely 
from the facts. The very uncertain 
and probably very limited stabilising 
effect of the guaranteed wage might 
well be more than offset by the fact 
that the guarantee would deprive 
unemployed workers of incentive to 
seek new jobs during the term of the 
contract. 


Labour spokesmen maintain that, 
when workers are forced to be idle 
through no fault of their own, it is 
unfair that they and their families 
should bear the entire burden. 
Empioyers can point out with equal 
justification that they are no more 
responsible for cyclical unemploy- 
ment than are their employees. 

Both as a matter of right and as a 
matter of practical necessity, the 
economy as a whole must bear the 
cost. This means that both em- 
ployers and employees must bear 
their share. 
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MECHANISED FARMING 





Trends in Tractors 


Judged by tractor use, the United Kingdom is the most highly mechanised 
farming community in the world 


THERE ARE vivid contrasts in the use 
of tractors between one part of the 
world and another. North America, 
with only 18 per cent of the world’s 
arable land, possesses more than 
two-thirds of the world’s tractor 
fleet. Latin America, Asia and 
Africa, with nearly half the world’s 
arable land, own less than 5 per 
cent. 

Europe, including the U.S.S.R., 
has roughly 25 per cent of the 
world’s tractors and 32 per cent of 
the arable land. But the variations 
in the degree of mechanisation is 
shown on the table below: 


The Russian satellites, the Iberian 
Peninsula and the Eastern Mediter- 
ranean rank more with the under- 
developed countries in this analysis 
than with Europe as a whole, but 
even these are well above the level 
of mechanisation in the Far East. 


The United Kingdom leads in the 
intensity of tractor-use, but this fact 
must be seen in the light of the in- 
tensive nature of the farming; simi- 


larly with Sweden and the north of 
Europe. France has 156 hectares 
per tractor, Western Germany 68. 
Germany as a whole 99. 


The rate of adoption of tractor 
methods varies between countries. 
In North America there was gradual 
progress all through the 1930’s and 
1940’s; in the U.K. the rate of pro- 
gress has been particularly rapid in 
the last decade, and in 1950 the 
U.K. was applying more new 
tractors per month than America. 
Agricultural wage-rises and labour 
shortages are the chief incentives. 
Progress in Continental Europe has 
been patchy; in the U.S.S.R. it was 
concentrated in the 1930's. 


British Invention 

Tractors were first used for agri- 
culture in 1850, an important man- 
facturer being Fowler of Leeds, who 
developed a system of cable plough- 
ing using two steam tractors. In 
1876, the Otto four-stoke internal 
combustion engine was put into 


WORLD’S TRACTORS IN 195] 


(1 hectare = 


Ccuntry 
U.K. 
©witzerland 
Holland 
Sweden 
Norway 
All Europe (including U.S.S.R.) 
UU S.Suk. 
U.S.A. 
Greece 
Spain 


from 


2.4711 acres) 


Tractors Arable Land —_ Hectares per 
*000’s Mn. Hectares Tractor 

325 7.4 a3 
20 0.5 25 
19 1.1 58 
60 +7 62 
10 0.8 80 
1,535 390.7 255 
564 225.0 400 
3,800 184.1 48 
5 é 660 
10 192 1,980 


‘The European Tractor Industry,” Economic Conunission for Europe, Geneva, 
February, 1952 
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TRENDS IN 


production and the motor-car was 
leveloped over the next ten years. 
[hese inventions were taken up by 
America, and the first recorded 
tractor to use the ic. engine was 
built by Burger in South Dakota in 
1889. In 1907 tractor-production in 
the U.S.A. was 700; in 1920, 
203,000; in 1950, 542,000. 


Outside the U.S.A., little interest 
was shown in either the use or the 
production of farm tractors until the 
first World War, when many coun- 
tries began importing American 
models. In 1917 the Ford Motor 
Company set up a factory in Ire- 
land. Germany began its own pro- 
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duction in 1920. But the European 
country first to realise the signifi- 
cance of tractor farming was the 
U.S.S.R. 

British exports of tractors are in- 
creasing while American exports are 
dropping; Britain is now as large an 
exporter as America. A third of the 
British tractors go to Australasia, 
and just under another third to 
Europe. America’s chief market is 
Latin America. The British market 
in Africa is increasing rapidly, while 
American exports have dropped by 
two-thirds in the last three years. 
Exports to the Far East are very 
small for both producers. 


Farm Mechanisation in the U.S.S.R. 


The keystone of early agricultural 
policy in revolutionary Russia was 
the introduction of mechanised 
farming on as large a scale as 
possib!e. In the northern zone, the 
object was to enable the spring 
crops to be planted in the shortest 
possible time, making thereby the 
most of the short growing season 
(ten days knocked off the sowing 
period was found to result in 10-15 
per cent increases in yields). 


To do this effectively required a 
very large number of tractors, but 
since 1937 {first owing to rearma- 
ment, then to war-destruction of 
factories) production has been cur- 
tailed. Supplies of fuel have been 
inadequate, lack of rubber has de- 
layed the introduction of pneumatic 
tyres. 

Steps are now being taken to deal 
with the climatic difficulties in a 
more basic way, by four stages: 


1. Maximum use of existing river 
water supplies; 

2. Irrigation of deseris by waters 
from nearby mountains; 


+ 


3. Planting of shelter belts and 
forest to reduce the drying effect of 
the south-east winds. 

4. Diversion of rivers at present 
flowing into the Arctic so that they 
flow towards the Caspian, irrigating 
the vast desert country on the way. 


The estimated number of tractors 
available as at January, 1951, was 
564,000. Indications are that the 
U.S.S.R. is a potential importer of 
about one million tractors over the 
next five years. Surpluses for ex- 
port from the satellites do not cover 
the probable import requirements of 
other satellites. Even if East-West 
trade difficulties were solved, there 
would still remain the problem of 
fuel supplies. 








The under-developed areas of the 
world are, by definition, the tractor- 
less areas: 

Hectares of 
arable land 


Area per tractor 
Far East 12.900 
a aero 2.600 
ee ee eee 1,730 
Latin America pommoanal 700 
ISt@G PATCHES: .6csccscccsaece 2.284 
Europe Santee diantalenh 171 
North America ............ 53 


In order to raise mechanisation to 
a height comparable to that in the 
advanced countries, the Far East 


would need six million more trac- 
tors, the Near East nearly one 
million, Africa three and a_ half 


million, Latin America nearly two 
million. 


The difficulties in this field are as 
follows: 

1. Lack of skilled drivers and 
mechanics. But, particularly :n the 
Far East. there are many craftsmen 
whose skill could quite easily be 
turned in this direction. 


2. Tractors can only be used 


- 5 
French View of 
Put FRencH farmers want to know, 
if you have the horses, what else 
would you use them for? The horse 
is still an essential part of the 
peasant economic cycle. Until trac- 
tors are cheap enough, numerous 
enough and, from his viewpoint, 
reliable enough to replace the horse 
entirely. it pays to use the horse for 
ploughing. 





Outlook for Backward Countries 


successfully when they completel 
replace animal and hand power 
This is denied by some, and the 
example of Britain adduced, where 
both animal and machine power are 
combined on the same farms with- 
out loss of efficiency. 


3. Use of tractors is limited to 
large estates, and the excessive par- 
celisation of land is a barrier. But 
experience in Africa does not bea 
this out. 

4. Lack of fuel and dependence 
on imports. But there are large un- 
developed fuel resources, particu- 
larly in Idonesia, Burma and Pak: 
Stan. 


5. It is questioned whether it 
would be advantageous to mech- 
anise in countries where population 
is very dense and where there are no 
alternative avenues of employment 
But the increased yields from land 
and increased efficiency in its use 
will set free labour for the much- 
needed capital and _ irrigation 
schemes, labour which at present is 
in the endless circle of no surplus 
no saving-—no capital—low produc- 
tion—no surplus. 


Tractor Farming 
= 


Second, the tractor is a_ better 
means of drawing the plough than 
the horse, but a horse can do the 
job. But a horse cannot under any 
circumstances haul the heavy loads 
a tractor can. The most productive 
use for a very few tractors in a com- 
munity is to specialise in hauling——a 
conclusion no. productivity expert 


could conscientiously dispute. 
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FRENCH VIEW OI 

Third, the farmer does not have 
equipment to put behind the tractor 
n the field that would enable him to 
utilise its full power. There is no 
sense in using a tractor to haul a 
light plough that a horse can handle, 
and the farmer does not have a big 
plough. The * productivity ” of the 
tractor in ploughing cannot be 
realised until other farm equipment 
» modernised. This is taking place 
but slowly. Harvesting equipment, 
by the way, is more generally in the 
“tractor era,” but this is ploughing 
time. 


TRACTOR FARMING 225 


Basic to the whole problem is the 
fact that the tractor puts the farmer 
into the monetary economy and the 
horse does not. The tractor needs 
fuel, parts and, to pay for itself, has 
to be hired out to neighbours. The 
horse is pretty much sustained from 
the farm. The French farmer dis- 
likes and distrusts the monetary 
economy and wants as little as pos- 
sible to do with it. This is a deter- 
rent to increased productivity in 
almost every aspect of the agricul- 
tural economy. It is not a problem 
a productivity expert can solve. 





Michael Hoffman, in New York Times, April 1, 1952 





BACKGROUND TO AUSTRALIA’S TEXTILE IMPORT CUTS 


Even without the import restrictions which have lately been imposed 
by the Federal Government of Australia, some reduction in Australia’s 
imports of textiles was bound to occur in the near future for, in recent 
months, textiles have been arriving in this country at a rate far in excess 
of what the market could be expected to absorb. It is only necessary to 
glance at the shelves of Australian warehousemen or the figures of the 
Commonwealth Statistician to realise that shipments of textiles to 
Australian ports have been quite abnormal in recent months. 

Stocks of manchester, cotton and wool clothing, picce goods and 
carpets are unusually heavy and the Statistician’s figures show that during 
the six months to last December, the value of imports of manufactured 
fibres, textiles and apparel was slightly more than twice as much as in the 
corresponding period of 1950. The official figures are quoted as follows: 

VALUE OF AUSTRALIAN IMPORTS 
MANUFACTURED FIBRES, TEXTILES AND APPAREI 
Siv MfonTHS TO DECEMBER 31st (LA Thousands) 
19460 1947 1948 1949 1980 195] 
19.401 47.173 55.034 51.806 60,429 124,337 

This rate of intake would have been too large under the conditions of 
buoyant retail selling which prevailed last year, but it appears even more 
excessive in relation to the turnovers of today for several important 
influences have lately combined to reduce the value and volume of retail 
sales. The reduction in the country’s wool cheque, representing as it does 
atout ten per cent of national income. is itself a significant factor in 
lowering purchasing power, while the heavier taxes and a budget surplus 
for this current financial year have also contributed in the same direction 

In addition, consumer price expectations, which last year stimulated 
buying in anticipation of rises, have this year operated in reverse. It thus 
seems evident that while the demand for capital goods trom abroad might 
have been maintained by the heavy development programmes which are 
still going forward, the trade situation in Australia already contained the 
seeds of a marked reduction in imports of consumer goods, including many 
textiles, before the Government restrictions were imposed. 

Wool Letter. National Bank of Australasia, Melbourne. March 22, 1952 
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Anomalies in the Road-Rail Controversy 


By ProrrssoR GILBERT WALKER (Birmingham University) 


IN THEIR Report and Accounts for 
1950 (H.M.S.O., 12s.) the British 
Transport Commission publish, on 
page 71, a most significant diagram 
for which they deserve to be warmly 
congratulated. 

The diagram relates total costs a 
seat mile and a passenger mile by 
railway with similar costs by road. 
The comparisons are illuminating. 
The railways, as might be expected, 
run main-line express services at a 
cost a seat and a passenger mile 
well below the cheapest form of 
road service. 

But, unless it can be demon- 
strated that coach operators are not 
yet paying in licence duty and petrol 
tax a sum sufficient to make up the 
cost to which the public is put by 
the demands which buses make on 
the roads, the long-distance coach 
and the inter-city double-decked 
bus emerge as the cheaper forms of 
transport for all those — services 
which lie off the main lines of rail- 
way and for those which cannot be 
supplied by expresses. 


The cheapness of express service 
by rail is not being reflected in rail- 
way fares for the very good reason 
that the railway must now carry, at 
the same standard fare which is 
charged on main line expresses, pas- 
sengers travelling by trains other 
than express. The differences in cost 
are wide, from one-third of a penny 
a passenger mile on main-line ex- 
presses to 23d., Is. 2d.. and 2s. Sd. 
on cross-country, main-line stopping 
trains, and branch lines respectively. 
An average rate a passenger struck 
over this range produces a railway 


fare which is higher than the cost a 
passenger mile of working all but 
the most expensive forms of bus 
transport. 


Bolstering the Railways 

To attempt to bolster the finances 
of the railway by withdrawing 
licences for services which coaches 
can provide both more cheaply and 
more conveniently for the public is 
no way out. A _ sensible policy, 
surely, would free the railways from 
the burden of having to provide, at 
the same fare a mile, those services 
for which they are demonstrably un- 
suited on branches and_ between 
intermediate stations, and would 
allow them to earn the full advan- 
tage of the great economies of ex- 
press service along their main lines. 

Given this relief, the Minister 
could avoid the embarrassing posi- 
tion in which he now finds himself. 
of having to discommode and pos- 
sibly spoil the holidays of hundreds, 
and maybe thousands, of people by 
withdrawing licences from their pre- 
ferred means of transport on the 
transparently false ground that an- 
other service admitted to be more 
expensive and often less convenient 
is nevertheless “* adequate.” 

The Minister is now said to be 
considering the draft of a Bill to 
amend the Transport Act, 1947. 
May I suggest that he and _ his 
advisers give very serious considera- 
tion to the obvious implications of 
the data so opportunely provided by 
the British Transport Commission, 
and include in their draft clauses 
which will help to remove these 
patent absurdities from our system 
of public passenger transport? 


From Letter to The Times, London April 10, 1952 
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Industrial Unrest in 


By S. D 


VIS 


India 


PUNEKAR 


(Indian Ministry of Labour) 


MODERN INDUSTRY was practically 
ibsent in India before 1850. But 

1950, industry provided employ- 
ment for more than seven million 
orkers, and livelihood for more 
than twenty million persons. Of the 
vorkers, about two millions are 
members of trade unions. Union 
membership has more than doubled 
since 1945. 


During the last thirty years, the 
trike has been looked upon not 
only as a weapon of industrial pro- 
ress, but also as a political lever. 
in many a dispute, the Indian 
National Congress has sided with 
the workers, and appealed to the 
reneral public to support workers 
n distress through political action. 
Much voluntary absenteeism takes 
the form of “hartals,” or one-day 
lemonstrations of solidarity or pro- 
test, usually over objects uncon- 
nected with industry. 


The net result has been the 
widening of the gulf between em- 
pioyer and employed, and the ab- 
sence of any = specific measures 
designed to achieve industria! peace. 
The pre-partition Governments tried 
to impose legislation to prevent and 
settle disputes, but because of the 
lack of co-operation between the 
two sides of industry, such measures 
had little chance of success. 


Post-War Unrest 

India is now free, but no revolu- 
tionary change has taken place in 
the industrial field, where conditions 
have aciually worsened. 

During the Second World War. 


From" 


Industrial Peace in India,” Vora & Co. 


ever-increasing demands were made 
on labour to attain maximum pro- 
duction of goods necessary to the 
war effort. For this purpose various 
methods were adopted—dilution of 
labour with women and children, 
exemption from statutory limits 
affecting production, longer hours, 
overtime. Industrial unrest, which 
should have been the normal re- 
action to such methods, was kept in 
check by increases In earnings, pro- 
vision of welfare amenities, and the 
granting of cost-of-living bonuses, 
and so on. 


Such measures could not curb un- 
rest indefinitely. When the war 
ended and the demand for labour 
suddenly declined, unrest became at 
once manifest. The period 1946-47 
showed a great increase in work- 
stoppages, and a great decline in 
industrial production. Employers 
complained of “ indiscipline,” go- 
slow tactics, assault of superiors and 
strikes based on flimsy grounds. 
One questionnaire to employers re- 
sulted in an analysis which showed 
that 45 per cent of complaints on 
the part of workers were due to 
‘irresponsible advice of trade unton 
leaders.” 

Workers complained that em- 
ployers showed a hostile attitude 
even to the most reasonable de- 
mands of their employees. In most 
of the cities of India the cost of 
living has risen three-and-a-half 
times since 1939, and wages have 
barely doubled, and then only in 
one or two centres like Delhi and 
Madras. 


Bombay 











Scotland’s Sombre Outlook 


Rearmament demand on heavy industry means less diversification 


—and a weaker economy 


ALTHOUGH business activity in Scot- 
land was maintained at a high level 
luring 1951, for some industries it 
proved to be a disappointing year. 
Broadly speaking, conditions were 
more favourable for manufacturers 
of capital goods than for those pro- 
ducing consumer goods. Thus, 
despite rising costs which extended 
over the whole range of industry, 
the order books of shipbuilders and 
heavy engineers became so_ full, 
mainly on civilian account, as to 
indicate active conditions for some 
time ahead. On the other hand, 
those of textile manufacturers be- 
came disturbingly thin, though the 
recession occurred later here than 
south of the Border. Even the capi- 
tal goods industries, however, were 
not without their proble ms and their 
eforts to expand production were 
hampered by growing scarcities of 
raw materials and components, 
especially scr by lack of particular 
types of skilled labour, and by diffi- 
in extending premises and 
taining new machines as quickly 
desired. 


ulties 


Si 


Coal production, though showing 
a welcome increase on the previous 
vear, again failed to reach the objec- 
tive of 25 million tons, and. with 
growing home consumption, exports 
declined still further. Steel output 
fell away considerably mainly as a 
result of reduced imports of German 
crap. In agriculture, although re- 
turns were satisfactory. farmers 
were faced with the problems of 


From Survey of Economic Conditions, 


Glasgow, 


rising costs and a_ shortage of 
feeding-stuffs, and the first check 
appeared to develop in the post-war 
agricultural expansion programme. 


Though at present the proportion 
of Scottish output directly for re- 
armament is comparatively small, 
is rising rapidly, while production 
for export has been substantial. It 
is to the sectors of industry not 
engaged on rearmament, essential 
imp ort-saving, or export orders that 
the new financial climate may well 
prove uncongenial. 


With the increasing demands of 
rearmament superimposed on_ re- 
sources already heavily strained, the 
irregular experience of different 
branches of industry apparent last 
year seems likely to be intensified, 
though as the turnover to armament 
production is completed steadier 
conditions should emerge. In_ the 
immediate future, however, the re- 
newed pressure upon heavy indus- 
tries will mean that part of the 
achievement of recent years in ex- 
tending both the range and distri- 
bution of indusiry in Scotland can 
hardly be maintained. Taking the 
bright with the sombre. the defence 
programme of itself has brought 
opportunities to build up new indus- 
tries. particularly in the field of 
electronics and precision engineer- 
ing, which, when the need for arms 
is less urgent, will be of value in 
broadening the basis of the country’s 
economic activity in years to come. 


Clydesdale and North of Scotland Bank 
March, 1982 
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Problems of the Shipping Industry 


YURING 1951 the dry cargo tonnage 
n the British register declined, as 
Id ships have been withdrawn from 
ervice without being — replaced. 
Mthers have been sold abroad to 
ielp finance new expensive tonnage. 
If there is to be a British merchant 
fleet at all in the years to come, it Is 
ssential that the industry should not 
ye prevented by taxation from being 
ible to replace worn-out — ships. 
Nearly one ship in seven in the 
British fleets is over 25 years old 

All sections of the industry are 
suffering from the high cost of ship- 
building, expense and delay in 
repairs, lost time in ports, and rising 
costs of almos{ every item in ship 
operation; port charges, rates of pay 
of seamen, costs of bunker coal, 
fuels-—all have risen 
about 20 per cent. 


costs of ofl 


Coastwise shipping continues to 
meet competition from uneconomic 
rates charged by nationalised under- 
takings which are avle to borrow 
working capital at a rate of interest 
denied to private enterprise. 


World Figures 

World tonnage at the end of 195] 
of sea-going vessels of 500 gross 
tons and over amounted to 80 mil- 
lion gross tons, of which the Ameri- 
can reserve fleet accounted for 9.5 
million tons. Dry cargo vessels total 
62 million tons, tankers 18 million 
tons. 


The value to Britain of the ship- 
ping industry as an earner of in- 
visible receipts is gauged by the fact 
that in 1947 vessels owned in the 
U.K. or operated by U.K. owners 


From Annual Report, 
Economist, New Delhi, February 


U.K. Chamber of Shipping, London February 28; 
The Times, London, February 28, 1952 


A757 


al 


earned £60 million net in foreign 
currency; in 195] they earned about 
£150 million, and a forecast for 1952 
shows that this figure will probably 
be exceeded. 

Elsewhere in the world, 
is undergoing hard times. In Ger- 
many, steel shortages are holding up 
the rebuilding 


hinr 
c none 
NIpPping 


programme [wo 
thousand workers were laid off at 
the end of 1951. 

Similar shortages impede Japan’s 
shipbuilding industry; it is estimated 
that in order to move the cargoes 
anticipated during 1952, Japan will 
need nearly 6 million gross tons of 
shipping a month; at present she has 
two million. Income from shipping 
in Japan is estimated at $170 million 
in foreign exchange during the 
twelve months to March, 1952 (£60 
million). 

In India, an expanded shipbuild- 
ing industry depends on protection 
for its success. for the United King- 
dom is still the cheapest place in the 
world to place an order. In 1949 the 
cost of a British ship was around 
£42 per deadweight ton; Indian costs 
were £64 per ton. 

Switzerland, although a land- 
bound country, has been a maritime 
power for the last decade. It was 
during the second World War that 
the decision to go into the ship- 
owning business was forced on the 
country. A State commission was 
set up which bought four vessels in 
1942: seven more ships were bought 
by private companies. Three of the 
Swiss fleet were destroyed by Axis 
navies and one was lost in a storm. 
The four State-owned ships were 


ti} 


Eastern 








IIR 


sold to private Swiss firms at the end 
of the war, and by 1948 the Swiss 
fleet had increased to 71.750 tons, 
with five ships being built—three of 
them in British yards. By 1950 the 
total tonnage was 109,300, consist- 
ing of 21 ships. 


SLOWER TURN-ROUND IN 
U.K. PORTS 

The rate of cargo handling at 
British ports 1s only half that of pre- 
war, and lack of berths has resulted 
in imcreasing congestion. Europe 
and America have on the contrary 
improved their turn-round, while 
Australia has been experiencing 
even greater delays. 

The advantages of the improve- 
ments in speed, cargo working and 
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carrying capacity of British fleets are 
being lost. In spite of increased 
engine power and improved gear 
the average number of voyages per 
ship has been reduced. 

The average rate of discharge of 
bulk grain :n Hamburg, for instance, 
in 1951 was 128.22 tons per hour; in 
London it was 71.41 tons per hour 
At Adelaide last year, 130 days out 
of 282 were spent in idleness by one 
ship owing to lack of labour and 
port congestion. Off West Africa, a 
ship may have to wait seven to four- 
teen days before tying up. Twenty 
per cent of port time is spent today 
in waiting for berth space. 


From Annual Report, Liverpool Stear 


Ship Owners, March 18, 1982 


PHE WORLD NEEDS QUADRILATERAL INVESTMENT 


In pre-war 


over-sold to England, England over 


the | 
dollar. disparity on trading account 
system very difficult. 

The new concept is the 
to investment. 


Canada ts putting by 
‘ 


triangular, or quadilateral, 
sold to Malaya, Malaya over-sold to 
nited States. and the United States over-sold to 


ipplication of this 


selt-balancing trade, Canada 


Canada. The sterling- 


now makes an carly rebuilding of this 


* quadrilateral ” principle 


ting omething like 25 per cent of her annual product 
investment, and ts atle to attract great sums of money from New York. 


Canada ts still a Fridge between the United States and the United Kingdom. 


She is in an admirable position to 


c 


ipital from New York 


The necessary 


syphon off much private investment 


financial institutions exist In Montreal They are in a 


position to lend to United Kingdom concerns, whose resources are already 
stretched to the limit. and who are thus unable to play their fullest part 


in the capital 


developments of, tor example, the Colonies, about which, 


however, they know more than anytody in the world. 
The attitude of the American investor has teen that while he can get 


such a wonderful return 


he take political risks of investment overseas’ 
Canada and the United Kingdom in a quadrilateral 
New York investing in Canada, Canada investing in 


now ke provided by 


nvestment “* system.” 


investing at home or in Canada, why should 


) 


The answer to this one can 


United Kingdom. the United Kindgom investing in the Colonies, the 


Colonies paying 


-SOuUrCcES 


the “svstem 


to operate. 


provide just that extra sense of 


back attractive dividends out of their hitherto untapped 
Perhaps the raising of the Bank Rate in the United Kingdom 


real monetary values that will cause 


F. A. Hooker, Letter to the Financial Times, London, March 31, 1952 
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For Reserener? 


Items in thi kept for on 
at the offic of Economic Dige 
hey are availahle to members of the 
Economic Research Council and readers 
arrangemen!, Please write, citin? 
ference number of items given in 
ackets, to 18 South Street, London, 
l, or telephone GROsvenor 4581. 


Section art 


BRITAIN: Outlook for British Trade 
th the Eastern B'oc, ty David Scott 
Wirtschaftsdienst. Kic! University, Fet- 
ruary, 1952. (In English) (77). 
hanges in the Product’vity of British 
ndustry, 1945-50, ty L. Ro:tas. Econo- 
mic Journal, London, March, 1952. In- 
cludes an important discussion on the 
neasurement of productivity (78). 


( 
4 
1 
l 


Review of Retail Trade during 1951-52. 
Board of Trade Journal, London, March 
29, 1952. A very detailed picture of the 
present discontents in some branches of 
retailing (79). 

Changing Industry in Britain, ty I 
Rostas. The Times Review of Industry, 
London, April, 1952. Further comments 
on productivity. with comments on the 
1948 Census of Production. Very full 
statistics of output, manpower, capital. 
wages, etc. (80). 

CANADA: Canada’s Growth Since 
1939. Bank of Montreal. March, 1952. 
Simplified tables highlighting the impor- 
tant trends (81). 

EGYPT: Egypt’s Balance of Payments 
Economic Bulletin, National Bank of 
Egypt, Cairo, Decemter, 195]. A com- 
plete review of the cconomy up to June, 
1951 (82). 

United Kingdom Trade with Egypt 
Journal of the Anglo-Egyptian Chamber 
of Commerce, March, 1952 (83). 
FINLAND: Finnish Market Review. 
Bank of Finland, Helsinki, January- 
February, 1952. Short report and full 
statistics (84). 

SCOTLAND: Survey of Economic Con- 
ditions in Scotland in 1951. Clydesdale 
and North of Scotland Bank, Glasgow, 
March, 1952. Complete survey grouped 
according to industries, with intelligent 
comment (85). 

AUSTRALIA: Factors Determining the 
Efficiency of Australian Production, by 
Sir Douglas Copland. Canberra, Janu- 
ary, 1952. Suggests the setting up of a 
National Committee on Productivity (86). 


999 


GR VANY Fnac Economic Deve'ofy 
ment of the Germin Cutlery Industr; 
ind The Situat'on and Siructure of th 
West Germin Hotel Trad: Wirtschaft 
dienst. Kiel Uneverstiy. March, 1952 


Iwo auther tative articles (8 
BRAZIL: Expansion of Brazil’s Indu 
trial Economy. The Times Revic ( 


Industry, London, April, 1952 (88) 


INDIA: India’s Annual Liatility on In 
vestment Income Account. Reserve Bank 
of India Bulictin, Fet ary. 1952 In 


terest, profits and dividends payabk 
alroad (89). 


Irdia to Expioit Her M nera! Resources 
ine T'mes Review of Industry, London 
April, 1952 Five-year ian for more 


nz 9). 


BUSINESS TRAINING: An American 
Business School, by Michael Butterwick 
Three Banks Review. London, 

1952. Description of the Harvard 
Graduate School of Business ty a 
student. Movements to found a Bus'r 
School of similar standing in Brt 
have been baulked by c¢ 
siderations; this article ponts out th 
advantages to industry of suc) an « 
lishment (91). 


MINING: South Africa’s Mining Eco 
omy. The Mineral Resources of Jordan 
and The Role of E.C.A. in the Develop- 
ment of French Africa’s Mineral Re- 
sources. Mining Journal, March 14 
1952 (92). 


LATIN AMERICA: Inflation in Latin 
America. Statistical Supplement to the 
Fortnightly Review of the Bank of Lon 
don and South America, London, March 
1952. Internal policy and external pres 
sures both lead to inflation in most 
countries in this region (93). 


FRANCE Bilan de Veconomie Fran- 
caise en 1951, et Perspectives 1952 
(Balance sheet of the French economy, 
in 1951, and the outlook for 1952) (In 
French). Etudes et Conjoncture. Paris 
March-April, 1952. A complete survey. 
well illustrated by select statistics, of the 
year 1951 in France, grouped according 
to industries (94). 


LOCAL GOVERNMENT: Nottingham 
shire Budget for 1952-53, and Accounts 
for 1950-51. Nottinghamshire County 
Council. March, 1952. <A_ beautifully 
produced abstract with notations that 
will be of very great value to the student 
of Local Government (95). 
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New Books Reviewed 





1 Dictionary of Economic Terms, by J. R. Winton, Routledge « Kegan Paul 
London, 5s. 


This is a handy pocket-size book, and 
is a new edition of a work first published 
in 1905. It is brought up-to-date chiefly 
by the addition of short descriptions of 
the more important international bodies 
which loom so large in modern economic 
news and discussion. The Dictionary also 
contains good definitions of several terms 


used in mercantile law and _ banking 
which impinge closely on economics 
Read in conjunction with a standard text- 
book (Benham’s is probably the source 
of many definitions), this book will prove 
of great value to the student. But it is 
also a “must” for the general reader 
who is interested in current affairs. 


National Income and Expenditure, by Professor J. E. Meade and Richard Stone 
Bowes and Bowes, Cambridge, 3s. 


This is the third edition of a popular 
work first published in 1944. The im- 
portance of the conception of national 
income in economic analysis need not be 
stressed, and this small book (48 pages) 
s an admirable explanation of the 
reasons for calculating the at times 
tewildering array of totals—personal in- 
comes before tax, net national income at 
factor cost. gross national expenditure at 
market prices and so on. The figures 


Economics of Electricity Planning, by C. N. 


have been brought up to date by includ 
ing the 1950 estimates throughout. Two 
very interesting tables are given: one 
comparing the net national income of the 
U.K. and the U.S.A. for the period 
1938-1950, divided as to source, and the 
other gives an analysis of personal ex 
penditure in the U.K. over the same 
period, divided into narrow groups ot 
purchases. 


Vakil and P. R. Brahmananda, Universit; 


of Bombay (Vora & Co., Bombay), Rs. 5 


In Economic Digest for March, 1952, 
was outlined the Vakil and Brahman- 
anda book entitled “Planning for a 
Shortage Economy,” which criticised the 
Five-Year Plan in India, and pointed out 
ts consequences. The present work 
dilates on a particular item in the Plan, 
and in view of the increasing interest in 


Britain and elsewhere in the economic 
development of India, we © strongly 


ecommend it to economists 


“In an anxicty to plan hastily.” say 
the authors, “attention is directed more 
to the engineering aspects of the plan 
Public Expenditure by 


Tne Control of 


than to the economic and human 
aspects.” It is often forgotten that 
engineering is only a means and not an 
end in itself. Huge national blunders 
may therefore pass unnoticed, and the 
authors address themselves to the specific 
blunder of the electricity cut in Bombay 
which began in the autumn of 1951 and 
still continues. Inadequate rainfall was 
the engineers’ given reason. But the 
authors point out that the loss involved 
in the cut bids fair to upset several major 
calculations of the Planners, and the 
whole concept of electricity planning 
therefore needs immediate revision. 


London, 25s. 


The House of Commons guards 
jealously its control over expenditure—a 


contro! laboriously won and now some- 
thing more than 250 years old. This 
book records the history of the tech- 


niques of control, mainly through Select 
Committees of Public Accounts, on 
Estimates, and on National Expenditure. 
Such committees have been primarily 
concerned to see that spending conforms 
to Parliamentary authorisation, but in 
recent years they have turned their eyes 
increasingly in the direction of efficiency. 


Basil Chubb, Oxford University Press, 
Not the least value of «a systematic 
record of this kind at this moment ts 


the unsolved problem of the proper con- 
trol of nationalised industries. It emerges 
clearly that existing committees are un- 
suitable instruments for that purpose. 


The author's final chapter of “ Con- 
clusions” is of special value. Here he 


examines in detail the five essentials for 
the efficient work of a select committee 
concerned with expenditure, insisting that 
mere audit of figures is not enough to 
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NEW 
irantee that the nation’s money 1s 
vell spent. He repudiates vigorously the 

‘a «that the committee should be 
nited so as to avoid “ inconvenience ” 


BOOKS REVIEWED 


tN 
ws 
— 


to ministers and officials, yet warns that 
‘select committees cannot ensure effici- 
ency and economy; only the efforts of 
the administration itself can do that.” 


Tie Finance of Local Government, England and Wales, by J. M. Drummond, George 


Allen & Unwin 


This took is in the publishers ‘ New 
Town and County Hall” series, and has 
to be judged in the extremely good com- 
pany of well-conceived and well-written 
works on local government. It is first 
class in every way. Ignorance of local 
government is common among  politi- 

ins, and far from uncommon among 
economists; and the average voter who 
5 voluble on national questions is often. 
for no good reason, indifferent to im- 
portant matters of local government. 
Let any of them read this volume and 


Ltd., London, 20s. 


they will find themselves at the end otf 
a pleasant journey fully enlightened. 
The author’s thoroughness may be illus 
trated by his Appendix B, which sets 
forth the principal Government Grants 
payable to Local Authorities under title, 
scope and basis of each grant. Here, for 
instance, you will find Town and 
Country Planning financies presented in 
less than a single page. The author ts 
City Treasurer of Sheffield, and a 
lecturer and examiner in his subject. 


Activity Analysis of Production and Allocation, Edited by Tjalling C. Koopmans, 


Chapman and Hall, London, 36s. 


This is a Cowles Commission mono- 
graph, and Cowles Commission mono- 
graphs are not for the man in the street 
or at the desk. While not subscribing to 
the wag’s definition of econometrics as 
“ co-signs and unim-portents,” we see in 
the dynamic formulae of the econo- 
metrists as yet an imperfect tool. This 
book, for instance, deals with the 
‘science of choice "’—-the choice of alter- 
natives which has to be made by an 
entreprencur and his managers, particu- 
larly in a large and complex undertaking. 
Using an at times bewildering array of 
notations, it deals with subjects as 

Afrika, by 

After an excursion into geo-politics 
mercifully short) in which we are told 
how Hitler lost the war, and how only 
Franco’s neutrality saved Britain, the 
author makes a strong appeal for a 
Drang nach Suden on the part of 
Europe. If civilisation is to be saved 
from Communism, the tonds of Europe 


Anton Zischka, Gerhari 


(Wiley & Sons. New York, $4.50) 


diverse as crop rotation plans, planning 
the Berlin Airlift, the use of warehouse 
storage for perishables, the turn-round of 
ships, and the mathematical expression 
of the influence of technological change 

There is gold to be found here; but 
for the non-mathematician the diggings 
are difficult. The ore is the more re 
fractory for the abundance of jargon. 
An example is: “ the total avail- 
abilities are given by nature and 
there is a given static structure > 
demand (demand functions satisfying 1 
monotonicity condition).” 


Stalling Verlag, Oldenburg, 1952 

and Africa must be tightened, and 
Eurafrica be the basis of a new economic 
alignment. The Sahara must be trans- 
formed by completing rail - building 
already begun; irrigation from the Congo 
must be tapped to make the desert 
lossom as once it did; the mineral 
wealth of the region must be exploited 


DIMINISHING DIVIDENDS IN U.K. CO-OPS. 
Despite an increase in membership and an increase in trade of the 
nature of nearly 10 per cent per annum, dividends on purchases continue to 


fall. The decline set in during the war 


Y 


by all retail societies was Is. 10$d. in the pound. 
One small society pays no dividend at all, another only 2d 
Purchase tax ts partly to blame, since 


to Is. 43d. | 
(the letter paid 9d. a year before). 


In 1942 the average “ divi” paid 
By 1949 it had fallen 


this contributes to high gross turnover without adding to amounts available 


for reserves or distribution. 


Capital accounts cre also dropping, as 


members draw on them to make up stringencies in purchasing power. 
Co-operative Union Report, February, 1952 
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NEW UNITED NATIONS be of great value to those users of the 

PUBLICATIONS Yearbook who require additional in 
formation. 


Statistical Yearbook 1951. Prepared by 
the Statistical Office, New York, January, Public Finance Surveys: India. New 
1952 (available from H.M. Stationery York, November, 1951 (H.M. Stationery 
Office, paperbound 45s., clothbound 55s.) Office, 5s.). 

Like its predecessors, the present issue International Trade Agreements, Vol. 11 
of the Statistical Yearbook is an indis- New York, 1951 (H.M. Stationery Office) 
pensable reference took for all serious Quarterly Bulletin of Steel Statistics for 
students of world economic develop- Europe, No. 6. Economic Commission 
ments. Its 178 tables contain in most for Europe, Geneva, March, 1952 (H.M 
cases series of figures going back twenty — S;ationery Office). 
years. These tables cover population, . ES are 
manpower, land use, agriculture, indus- Co”unodity Trade Statistics, Second and 
trial production, transport, trade, finance, Phird Issues. Statistical Papers, Series 
social statistics and education in all 2. Nos. 8 und 9. Statistical Office of 
countries for which data are available. the l .N., New York, December, 1951, 
New features include a chapter on con- @”'4 March, 1952 
umption (food, energy, some = raw This new quarterly publication gives 
materials and fertilisers), and the tables figures of commodity trade by countries 
on public tinance have been considerably classified according to the groups of the 
expanded. A new appendix lists the Standard International Trade Classifica 
principal statistical series published by tion. Data for 14 reporting countries 
international organisations: this should = are now included. 


Aliso Worth Reading 


The Marginal Farm Problem. by O. T. W. Price, The Farm Economist, Vol. V1, 
Nos. 11 and 12. University Press, Oxford, 1952. Explores the question, “ just 
what do we mean by marginal land and marginal farmers?” 





Thoughts on Nationalisation, Socialist Commentary, London, January, February, 
Viarch and April, 1952. This series of articles makes four points, and makes 
them with the accustomed punch and claritv that is the hallmark of this Left- 
wing monthly: 1. Nationalisation is nothing new. but the result of a long 
development in political and econom ec thought as the history of the railways, 
gas and electricity and broadcasting wil! show. 2. The complexities of the task 
of unifying what were (to the Left) “chaotic” differences in organisation in 
various units of one industry; especial emphasis is laid on the coal and trans- 
port industries. 3. What have the workers got out of nationalisation? 4, What 
have the consumers got out of it? 

Australia’s Beef Problems, The Times Survey of British Agriculture, London, March, 
1952. The numbers of cattle carried by Australia’s economy have not varied 
from the ten million head of the 1890's; increases in sheep-herding have forced 
the beef-farmers out to the drier. insect-ridden margins of the country’s small 
area of farming soil. Railway development may te the answer to the question 
of extending this area. 

Cuts in Sterling Trade, Economist, London, March 22, 1952. The import cuts made 
by Australia. New Zealand and South Africa, which will “ frustrate” £280 
million worth of British goods, “have upset those who fondly supposed that 
there were no limits to sterling trade.” And there are difficulties, particularly in 
pottery and textiles, in switching to other markets. With an effort, some £130 
million worth may find new homes. 

The Economic Position in Finland in 1951, Bank of Finland Monthly Bulletin, 
Helsinki, Nos. 1-2, 1952. The year was the best for Finland since the war, 
thanks to good timber exports and the stabilisation of political life. The infla- 
tionary toom is over, but there are nagging fears :mplicit in this article that a 
downswing may set in, instead of the economic stability that was expected last 
December. 

The Accountancy of Changing Price Levels. /nstitute of Cost and Works Accountants, 

London, March, 1952. To te reviewed in Economic Digest at an early date. 
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